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2001 2002 2003 2004 2001 2002 2003 2004 2001 2002 2003 2004
2001 2002 2003 2004
PROFIT AND LOSS (Iin RMB million)
Total Revenue 41,834 58,748 66,623 63,251
Net Profit 2,952 2,017 2,320 3,116
BALANCE SHEET (In RMB million)
Total Assets 108,714 162,596 206,044 264,496
Total Ligbilities 103,342 150,796 192,755 235,812
Total Equity 5,270 11,687 12,952 28,253
PER ORDINARY SHARE (In RMB)
Basic Earnings 0.66 0.45 0.47 0.56
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2004 was an unforgettable year for Ping An as it achieved another
milestone and opened a new chapter in its exciting development. During
the year, the Group realized a challenging strategic objective by
successfully listing H Shares on the Hong Kong Stock Exchange and
raising approximately US%$1,670 million in a global offering during a
period when the international capital markets had not yet fully
recovered. As of December 31, 2004, the market value of the Group
exceeded US$10,000 million, and the Group achieved the status of a
large international insurance enterprise. The Company is currently a
constituent stock of the MSCI China Index and the Hang Seng China
Enterprise Index.

In 2004, we received a number of awards and recognition for our achievements, including:

) our being recognized as the “Best Investor Relations for an IPO in Asia” and the
“Best Investor Relations for an IPO in China” by the Investor Relations Magazine;

. our being awarded the "Best Public Offer Without Listing (POWL) in Japan in 2004 "
by FinanceAsia;

. our being selected as one of the winners of the “Best Corporate Citizenship in
China in 2004", an award jointly organized by the 21st Century Press Series and
China Europe International Business School based on a comprehensive assessment
of the management and social morality of PRC companies; and

. our being selected as one of the winners of the “2004 Most Viable Corporate in
China Award”, which was jointly organized by the All-China Federation of Industry
& Commerce ("ACFIC"), ACFIC Corporate Development of Research Center and
China Business Times.
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During 2004, the PRC economy continued to develop at a rapid and healthy pace. Gross
domestic product increased at a rate of 8.5%, reaching a new record of RMB13,652
billion. In particular, the rising income of PRC nationals has led to ever increasing market
demand, which provided ample room for the development of the insurance industry. Ping
An took this opportunity to capitalize on its objectives of continuing our business growth,
improving our operating structure and upgrading our professional standards based on the
principle of “International Standards and Local Advantages”.

2004: ACHIEVED SOLID RESULTS AND FURTHER STRENGTHENED
CORE STRENGTHS

Owing to the diligence and dedication of the staff and also to the unremitting support of
our shareholders, the Group's profit continued to increase. In 2004, the Group's net profit
reached RMB3,116 million, representing an increase of 34.3% from the previous year.
Earnings per share was RMB0.56 and return on average equity was 15.1%. As of the end
of 2004, total assets and total equity of the Group were RMB264,496 million and
RMB28,253 million, respectively.

We- believe our success is attributable to our strengths, which include: good corporate
governance structure, strict risk control system, internationalized management team, strong
IT system platform and nationwide distribution and service network. These strengths are
the key core competitive advantages for our rapid development and capability to operate
with high standards.
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In 2004, the Group set up an internal procedure requiring the risk management committee
to hold quarterly meetings to provide guantitative analysis and continuous monitoring of
potential risk exposures, as well as undertaking periodic reviews and provide suggested
improvements. We continued to internationalize our management team, and implemented
a person-in-charge accountability system. The "competition, motivation, elimination” process
was also implemented, which helped raising the general vitality and productivity of our
staff. Moreover, the construction of our IT system was further strengthened, which helped
improving our life and property and casualty insurance businesses and aided in the
development of various operations. Furthermore, we have successfully completed the trial
run of the “IT High Speed Disaster Recovery”, the first of its kind in the PRC insurance
industry, which underlines our ability to effectively protect customer interests and our
management information system.

In 2004, the Group invested heavily in and completed the initial phase of our national
back-office support center. The center will become one of the largest financial back-office
support centers in Asia and raise the quality and service efficiency of the Group to
international standards in the long term.

MARKET OVERVIEW

2004 marked a new era for the development of the PRC insurance industry.

According to the National Bureau of statistics of China, gross written premiums totaled
RMB431,813 million in 2004, representing an increase of 11.3% from that of the previous
year. The insurance penetration rate was 3.4% while insurance density was RMB332 per
capita, representing increases of 13.3% and 10.7%, respectively, from the previous year.
Total assets of all insurance companies reached RMB1,185 billion at the end of 2004,
representing an increase of RMB273 billion from the beginning of the year. Out of all the
sectors, property and casualty insurance was outstanding and benefited from the continued
development of the national economy, especially in the growth of automobile consumption
and fixed asset investment, with gross written premiums reaching RMB108,989 million at
year end, representing an increase of 25.4% from the previous year. Life insurance also
grew steadily, with insurance premiums totalling RMB322,825 million, representing an
increase of 7.2% from the previous year. The pace of growth of life insurance was adversely
affected by the proactive adjustment in business structure of insurance companies and the
rise of interest rates.
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Government policies were revised in 2004 to allow insurance companies to invest insurance
funds directly in securities markets, which widened the scope of utilization of insurance
funds, resulting in a higher growth in total insurance funds utilized. As of December 31,
2004, the balance of utilized funds totaled RMB1,125 billion, representing an increase of
RMB287 billion from the beginning of the year.

As for the insurance market, the reform and transformation of state-owned insurance
companies have been largely completed. In addition, competition has intensified with
more than ten new insurance companies approved to be established, the highest number
approved in a year. On December 11, 2004, restrictions on overseas investors entering the
PRC insurance industry were further relaxed under the WTO agreement. As a result, the
PRC insurance industry has entered into a new era where domestic and foreign companies
face head-to-head competition.

BUSINESS REVIEW

In 2004, we have achieved steady improvement in every segment of our business and have
realized total revenue of RMB63,251 million, among which gross written premiums and
policy fees were RMB60,049 million, while investment income totaled RMB6,488 million.
The quelity improvement project for life insurance and property and casualty insurance has
initially generated evident results, with cross-selling and new distribution channels achieving
substantial growth. The key guality indicators remain healthy, such as the persistency ratio
of life insurance and the combined ratio of property and casualty insurance. Furthermore,
investment income increased steadily, the new banking business was launched, and the
establishment of annuity insurance and health insurance companies experienced a successful
beginning. All these events have laid a solid foundation for Ping An's future development.
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Life Insurance - Manage Product Mix to Enhance Profitability

Gross written premiums, policy fees and premium deposits totaled RMB54,729 million in
2004, representing 17.2% of the PRC life insurance market. Ping An was ranked the
second largest life insurance in the PRC. Net profit in 2004 was RMB2,704 million,
representing an increase of 38.7% from the previous year.

In 2004, substantially all of the gross written premiums, policy fees and premium deposits
from new sales of individual life insurance were attributable 1o regular premium insurance
products, outstripping those of our competitors in the PRC insurance industry. By utilizing
a comprehensive premium collection system and increasing the customer service levels, we
raised the 13 months and 25 months persistency ratios to 87.5% and 80.3%, respectively,
which not only continued to outperform those of our competitors but also reached levels
comparable to international standards.

Property and Casualty Insurance - Develop New Channels to Enhance the
Growth

Gross written premiums reached RMB10,150 million in 2004, representing an increase of
25.4% from the previous year. Our market share was 9.5% of the PRC property and
casualty insurance market, and Ping An was ranked the third largest property and casualty
insurance company in the PRC,

The property and casualty insurance segment went through a trial reform of the corporate
structure of our branches in 2004, which was based on detailed customer segmentation.
We also formulated an improved sales management system and achieved remarkable results.
In addition, cross-selling and new channels have achieved breakthroughs. Gross written
premiums attributable to cross-selling of our property and casualty insurance products to
our life insurance customers were RMB873 million in 2004, representing an increase of
97.1% from the previous year.




Investments — Steady Net investment Yield

By strengthening investment management and risk control, following long-term and prudent
investment principles, and taking advantage of the macro-economic and market opportunity,
we have improved our asset-liability management and asset utilization efficiency, steadily
expanded our investment channels and conservatively increased the returns on assets. In
2004, the net investment income and total investment income were RMB7,261 million and
RMB6,488 million, respectively, representing a net investment yield of 4.1% and a total
investment yield of 3.6%, respectively.

Trust Business — Making a Breakthrough

[n 2004, our trust business made a breakthrough by successfully launching four trust
products, and units with a total value of RMBS60 million were successfully raised in just 20
days. We loaned the proceeds from the sales of units to borrowers involved in certain
infrastructure projects in China, and the repayment obligations of these borrowers are
guaranteed by China Development Bank. Qur trust business also successfully improved its
corporate governance platform by such measures as introducing an internationalized
management team, strengthening its core operation team and optimizing its organization
structure. Through the exploration of an operation model which permits sustainable
development and stable earning, a clear business direction and strategy for our trust
business is formulated, and we expect strong growth in the coming years. In 2004, our
trust business had a net profit of RMB3 million.

Securities Business — Favourable Results in a Bear Market

Despite the poor market conditions, our securities business in 2004 performed well and
had a net profit of RMB6 million. These favorable results were achieved mainly due to the
good momentum of our investment banking operations. Another key factor that helped
bringing such favorable results was our strict cost control, and the increase in trading
volume, which boosted our brokerage fee income. We also succeeded in obtaining the
underwriter qualification of bond issuers, setting a solid foundation for the creation of a
new income source in future.
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Banking - Improvement in Results

On February 19, 2004, China Ping An Trust & Investment Co., Ltd. formally took over
Fujian Asia Bank Ltd., which was renamed Ping An Bank Limited on the same date.
Subsequently, Ping An Bank recruited a team of experienced management personnel with
domestic and international banking expertise. Ping An Bank has paid particular attention
to risk management ever since its establishment. With the assistance provided by HSBC,
Ping An Bank has established an effective corporate governance structure and formulated
comprehensive internal controls. In 2004, Ping An Bank's net profit was RMB3 million.

Annuity and Health Insurance

On December 1, 2004, Ping An Annuity Insurance Company of China, Ltd. was approved
for operation by the China Insurance Regulatory Commission. In September 2004, the
preparation of establishment of Ping An Health Insurance Company of China, Ltd. was
approved. With the establishment of above two specialized insurance companies, the
scope of our professional operations will be further enhanced, and our status as a multiple
financial services provider with a core insurance business will be further strengthened.

PROSPECTS

The PRC economy is expected to continue growing at a fast pace. Amid a modest inflation
environment, per capita income will continue to increase. The fast growing pace of consumer
spending observed in previous periods is also expected to continue. As consumer spending
continues to increase and the standard of living of households continues to improve,
demand for personal financial products and services will be enhanced, which will provide a
favorable environment for further growth of the PRC financial and insurance industries.

Faced with growth opportunities and challenges provided by the opening of the PRC
insurance market and the consolidation of the global financial industry, we are going to
move toward, under the leadership of our management team with international expertise,
our objective of becoming a financial conglomerate with leading international standards.
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Through the continuous strengthening of its core insurance operations, the Group will
further improve the structure of its life insurance business and the productivity of its sales
team, while the property and casualty insurance business will fully leverage the broad
customer base of the Group to increase its operational efficiency through our multi-
channel distribution network. Based on the solid results of 2004, we expect that our
securities and trust businesses will enjoy further improvement in asset utilization and
profitability. Our investment operations are well-prepared with its personnel and operating
system and are looking forward to the further liberalization by the PRC authorities of
policies governing the use of insurance funds. Our banking arm will complete the application
procedures for establishment of its Shanghai head office and Fuzhou branch, and will
commence operations to build a solid base for the establishment of a leading retail bank in
the PRC. The new businesses cf annuity insurance and health insurance will commence in
2005. We will apply international standards and establish professional management teams
to effectively develop these businesses, control costs and build strong brand names.

I hereby extend my sincere thanks to all shareholders and staff of Ping An. As the PRC's
national economy enjoys steady growth, Ping An is firmly positioned to make progress
through prudent operations. With an emphasis of “International Standards and Local
Advantages”, we endeavour to reach new heights and create greater value for the
shareholders, staff members and clients in 2005. In the not too distant future, we will
realize the ambition of building a financial conglomerate with leading international
standards.

Ma Mingzhe
Chairman
Shenzhen, PRC

April 18, 2005
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Ping An Insurance (Group) Company of China, Ltd.

MA Mingzhe CHEUNG Chi Yan Louis SUN Jianyi KU Min-shen WANG Liping
Chairman of the Board and Chief Operating Officer and Executive Director and Vice-President and Vice-President
Chief Executive Officer Chief Financial Officer Executive Vice President Chief Human Resource Officer

YOUNG Wen Binn NG Koon Sun XU Guangzhong XU Jianjun Stephen Thomas
Vice-President and Vice-President and Vice-President and Vice-President of our Company MELDRUM
Chief tnvestment Officer Chief Internal Auditor Chief Internal Supervision Officer  and Chairman and .
of our Company and President of Ping An Annuity Vice-President and
Chairman of Ping An Bank Chief Actuarial Officer

CHEN Kexiang REN Huichuan YAQ Jjun GOH Yethun LO Sai Lai
Assistant President, Assistant President and Chief Legal Officer and Assistant President and Head of Information Technology
Head of General Office and Finance Director Joint Company Secretary Head of Strategic Development

General Secretary of the Board




Ping An Life
Insurance Company
of China, Ltd.

Ping An Property &
Casualty Insurance
Company of China,
Ltd.

Ping An Securities
Company, Ltd.

LEUNG Ka Kui Dominic CAO Shifan

Chairman and Chief Executive Chairman, President and
Officer of Ping An Life Chief Executive Officer of
Ping An Property & Casualty

HUANG I-Keng John
President of Ping An Life

Chairperson of Ping An
Securities

YIP Lai Shing

President and Chief Executive
Officer of Ping An Securities

China Ping An Ping An Bank
Trust & Investment Limited
Co., Ltd.

Ping An Annuity
Insurance Company
of China, Ltd.

TUNG Hoi XU Guangzhong
Chairman and Chief Executive Vice-President and
Officer of Ping An Trust Chief Internal Supervision Officer
of our Company and
Chairman of Ping An Bank

SONG Chengli CHEN Kunder

President of Ping An Trust

Executive Director of Ping An Bank

XU Jianjun

Vice-President of our Company
and Chairman and

President of Ping An Annuity

LI th Chun Emily

Executive Vice President of
Ping An Annuity
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DIRECTORS
Executive iDirectors

MA Mingzhe, 49, has been the Chairman of the Board of Directors (the “Board”) and
Chief Executive Officer of our Company since April 1994 and April 2001, respectively. He
is a member of the National Standing Committee of the Chinese People's Political
Consultative Conference. Since the establishment of Ping An Insurance Company in March
1988, he has held various positions, including President, Director and Chairman of the
Board. Prior to that, Mr. Ma was the Deputy Manager of China Merchants Shekou Industrial
Zone Social Insurance Company. Mr. Ma has a Doctorate degree in Money and Banking
from Zhongnan University of Economics and Law.

SUN lJianyi, 52, has been the Executive Vice President and Vice Chief Executive Officer of
our Company since October 1994 and February 2003, respectively. Mr. Sun was appointed
as a Director in March 1995. Since joining our Company in July 1990, he has been the
General Manager of Management Department, Vice-President and Executive Vice-President.
Prior to joining our Company, Mr. Sun was the Head of the Wuhan Branch of the People’s
Bank of China and the Deputy General Manager of the Wuhan Branch Office of the
People’s Insurance Company of China and the General Manager of Wuhan Securities
Company. He has a Diploma in Finance from Zhongnan University of Economics and Law.

Non-Executive Directors

HUANG Jianping, 45, has been a Non-Executive Director of the Board since May 2002.
He is also Deputy Director of the planning and finance department of Shenzhen Municipality
Investment Holding Company Limited. Mr. Huang has a diploma in Finance from Shenzhen
University.

LIV Haifeng David, 35, has been a Non-Executive Director of the Board since May 2002.
Mr. Liu is Co-head of Morgan Stanley Private Equity Asia and a Managing Director of
Morgan Stanley. Mr. Liu joined the Firm in 1983 in private equity in New York and has
spent over the past 11 years at Morgan Stanley. Mr. Liu is also an non-executive director
of Mengniu Dairy, Yongle Electronics Retail and CIMIC Holdings, and was previously a
non-executive director of Nanfu Battery. Mr. Liu was also responsible for the investment in
Hengan International. Mr. Liu graduated as Class Salutatorian from Columbia University
with a B.S. in Electrical Engineering.

Henry CORNELL, 49, has been a Non-Executive Director of the Board since October 1998,
Mr. Cornell has assumed various responsibilities at Goldman, Sachs & Co. since joining the
company in 1984. He is now also a Managing Director of Goldman, Sachs & Co. and co-
head of Primcipal Investment Area, America & Asia. Mr. Cornell earned a B.A. degree in
Literature from Grinnell College and a J.D. degree from New York Law School.

LIN Yu Fen, 34, has been a Non-Executive Director of the Board since October 2002. He is
also an executive director of Capital China Group Company Limited. He graduated from
City University of Hong Kong with an honor degree in finance. Mr. Lin is also a fellow
member of the Association of Chartered Certified Accountants.




CHEUNG Lee Wah, 58, has been a Non-Executive Director of the Board since October
2002. He has served as the General Manager for Wuhan Huachuang Enterprise Management
Consulting Company Limited since 2001. Mr. Cheung was previously a Manager of Hilichamp
Company Limited. He has a Bachelor’s degree from McMaster University in Canada.

Anthony Philip HOPE, 58, has been a Non-Executive Director of the Board since November
2002. Mr. Hope was appointed Chairman of HSBC Insurance Holdings Limited in 1987 and
Group General Manager of Insurance of HSBC Holdings plc in 1996.

YIP Dicky Peter, 58, has been a Non-Executive Director of the Board since November
2002. Mr. Yip joined HSBC in Hong Kong in 1965 with working experience in a number of
departments. His previous assignment had been in Personal Financial Services division of
HSBC. Since January 2003, Mr. Yip has been appointed Chief Executive of China Business
of HSBC. Mr. Yip graduated from University of Hong Kong with an MBA degree.

LIN Lijun, 42, has been a Non-Executive Director of the Board since May 2003. Ms. Lin
has served as the Chairman of the board of directors of Shenzhen New Horse Investment
Development Co., Ltd. since 2000. Ms. Lin previously served as the Deputy General Manager
of the Human Resources Department at the property & casualty insurance business of our
Company from 1997 to 2000. She has a Bachelor’s degree in Chinese Language and
Literature from South China Normal University.

FAN Gang, 50, has been a Non-Executive Director of the Board since May 2003. Mr. Fan
is also a Director of Shenzhen Jiangnan Industrial Development Co., Ltd. Mr. Fan has been
the General Manager of the Chairman’s Office of our Company since 2002. Mr. Fan joined
our Company in 1988. Mr. Fan served as the General Manager of the Shenzhen Branch
(Property & Casualty) of our Company from 1898 to 2000. Mr. Fan was previously the
Deputy Director of the Insurance Management Committee of our Company. Mr. Fan has a
Diploma in History from Hubei University.

DCU Wenwei, 39, has been a Non-Executive Director of the Board since May 2003. Mr.
Dou is also a Director of Shenzhen Jiangnan Industrial Development Co., Ltd. Mr. Dou has
been an assistant general manager of the legal and compliance department of our Company
since 2004. He has a Master’s degree in PRC Civil Law from Jilin University.

SHI Yuxin, 50, has been a Non-Executive Director of the Board since October 2003. Mr.
Shi has served as the Managing Director of Wuhan Wuxin Industrial Company Limited
since December 1992. Mr. Shi is also the director of the board of directors of Wuhan
Dapeng Industrial Company Limited. Mr. Shi has an L.L.M. degree from Wuhan University.

HU Aimin, 56, has been a Non-Executive Director of the Board since March 2004. Mr. Hu
has served as the Chairman of the board of directors of Shum Yip Holdings Company
Limited and Shenzhen Investment Limited since April 2003 and June 2003, respectively.
Mr. Hu has also served as the Chairman of the board of directors of Shenzhen Shum Yip
Investment Development Company Limited since November 2003. Mr. Hu previously served
as the Secretariat to the People’s Government of Shenzhen and the director of the general
office of the People's Government of Shenzhen concurrently. Mr. Hu has a Master’s degree
in Management from Hunan University.

AR Insuranes (Group) Company of Chlng, Led. Annual Report 2004 : -
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Independent Non-Executive Directors

BAO Youde, 73, has been an Independent Non-Executive Director of the Board since
September 1995, Prior to retiring in 1999, he was a deputy chairman of the board of
directors and the General Manager of the Shanghai International Trust Investment Company.
In 1987, Mr. Bao was selected to serve as a representative in the Chinese Communist
Party’'s 13th Congress. In both 1988 and 1993, he was selected to serve as a representative
in the Shanghai People’'s Congress. He graduated from Shanghai University of Finance and
Economics with a Diploma in Accounting.

KWONG Che Keung Gordon, 55, has been an Independent Non-Executive Director of the
Board since May 2003. Mr. Kwong is also a director of a number of companies listed on
the Hong Kong Stock Exchange, including serving as a non-executive director of Cosco
Pacific Limited and independent non-executive director of Cosco International Holdings
Limited. From 1984 to 1998, Mr. Kwong was a partner of Pricewaterhouse. Mr. Kwong
was an advisor to the Central Policy Committee of the Government of Hong Kong Special
Administrative Region and a council member of the Hong Kong Stock Exchange. He has a
Bachelor of Social Science degree from the University of Hong Kong and is a fellow
member of the Institute of Chartered Accountants in England and Wales.

CHEUNG Wing Yui, 55, has been an Independent Non-Executive Director of the Board
since May 2003. Mr. Cheung is also an independent director of a number of companies
listed on the Hong Kong Stock Exchange. Mr. Cheung is also a practicing lawyer and a
partner of Woo, Kwan, Lee & Lo. In addition, he is a council member and a member of the
Executive Committee of the Open University of Hong Kong, vice chairman of the Mainland
Legal Affairs Committee of the Law Society of Hong Kong and a member of the Board of
Review (Inland Revenue Ordinance). Mr. Cheung has a Bachelor’s degree in Business
Accounting from New South Wales University in Australia. Mr. Cheung is also a member of
Australian Society of Accountants.

SUPERVISORS

XIAO Shaolian, 71, has been an Independent Supervisor of our Company and the Chairman
of our Supervisory Committee since August 1994 and May 2003, respectively. Mr. Xiao
previously served as the Deputy Governor of the Shenzhen Branch of the People’s Bank of
China and Deputy Director of Shenzhen Foreign Exchange Administration Bureau
concurrently.

SUN Fuxin, 66, has been an Independent Supervisor of our Company since May 2003. Mr.
Sun is currently the Chairman of the board of directors of Tian Yi Investment Guarantee
Company and a deputy director of Dalian Credit Ranking Commission. Prior to his retirement
in April 2003, Mr. Sun served as a Deputy Governor of the Dalian branch of Industrial and
Commercial Bank of China ("ICBC"), a Deputy Secretariat of People’'s Government of
Dalian in charge of budget, finance, real estate and tax. Mr. Sun also previously served as
the director of the Management Committee of Bank of Communication’s Dalian branch,
the Securities Regulatory Office of Dalian, the general office of financial management of
Dalian, Head of Dalian Real Estate Development Administration Office and the Resource
Allocation of Underdeveloped Areas of Dalian and the Chairman of the board of directors
of Dalian Commercial Bank.




CHEN Shangwu, 71, has been an Independent Supervisor of our Company since August
1994, Prior to 1997, Mr. Chen served as the Chief Engineer of Shenzhen China Merchants
Petrochemical Company Limited. After his retirement, Mr. Chen served as the director of
the office of the board of directors of Shenzhen Xietong Industrial Development Company.

DUAN Weihong, 36, has been a Supervisor of our Company since May 2003. Ms. Duan is
also the chairperson of the board of directors of Tianjin Tai Hong Investment Group. She
has an EMBA degree from School of Economics & Management, Tsinghua University.

ZHOU Fulin, 43, has been a Supervisor of our Company since May 2003. Mr. Zhou is also
the Vice President and Financial Controller of Beijing Wo He Sai Teng Network Technology
Company Limited. He was previously President of Beijing Wo He Science Development
Company Limited.

CHEN Bohai, 28, has been a Supervisor of our Company since May 2003. Mr. Chen is also
the General Manager of the development department of Shenzhen Delixing Investment &
Development Company Limited. He attended Guangdong University of Foreign Studies.

SONG Liankun, 67, has been a Supervisor of our Company since May 2003. Mr. Song is
also a Deputy General Manager, the Deputy Secretary of the Communist Party's
Revolutionary Committee of our Company and the Chairman of the labor union of our
Company. He was previously the Deputy General Manager at Qingdao Ocean Shipping
Company. Mr. Song graduated from Dalian Maritime University with a diploma in Marine
Navigation.

HE Peiquan, 70, has been a Supervisor of our Company since April 1997. From our
establishment in March 1988 until May 1998, he served as our Deputy General Manager
and Chief Auditing Officer of our Company. Ffrom 1984 to 1992, Mr. He also served as
Deputy General Manager and then General Manager of ICBC Shenzhen Trust & Investment
Company.

HE Shi, 40, has been a Supervisor of our Company since May 2003. He has been the
General Manager of the Human Resources Department of our Company since 2002. He
previously served as the Deputy General Manager of our Hainan Branch, and as the
General Manager of the Human Resources Department at the property & casualty insurance
business of our Company. Mr. He joined our Company in September 1991. He graduated
from the graduate program of the Chinese Academy of Social Sciences with a diploma in
International Finance and Banking.
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OTHER SENIOR MANAGEMENT

CHEUNG Chi Yan Louis, 41, Chief Operating Officer and Chief Financial Officer of our
Company since October 2003 and February 2003, respectively. Since joining our Company

in February 2000, Mr. Cheung has been Senior Advisor to the Chairman, Chief Information
Officer, Vice President and Chief Financial Officer. From 1993 to 2000, Mr. Cheung was a
management consultant and later became a global partner of McKinsey & Company,

advising mainly financial services clients throughout Asia. Mr. Cheung has a Ph.D. degree

in Business Information Systems from the University of Cambridge.

KU Min-shen, 48, Vice-President and Chief Human Resources Officer of our Company
since February 2003. Mr. Ku joined our Company in May 2001 and served as the Head of
Human Resources from June 2001 to February 2003. From 1995 to 2001, Mr. Ku served as

Vice Chairman and President of Shanghai Van Den Bergh Company, Ltd., a joint venture

between Unilever and Shanghai Sugar Cigarette and Wine (Group) Company, Ltd. and the

Human Resoeurces Director of Unilever HPC China. Mr. Ku has a Bachelor's degree in

Educational Psychology from Fu Jen Catholic University of Taiwan.

WANG Liping, 48, Vice President of our Company since January 2004. From 2002 to
2004, Ms. Wang was the Chairman and Chief Executive Officer of Ping An Life Insurance
Company of China, Ltd. From 1998 to 2002, she served as an Assistant President and as a

Vice President of our Company. From 1995 t0 1997, she served as the General Manager of

the Management Department and Vice President of the life insurance business of our

Company. From 1994 to 1995, she served as the President of the Securities Department of

our Company. Ms. Wang joined our Company in June 1989. Ms. Wang has a Master’s
degree in Monetary & Banking from Nankai University.

YOUNG Wen Binn, 48, Vice President and Chief Investment Officer of our Company since

August 2003. Mr. Young joined our Company in July 2003, From 2000 to 2003, he served

as a managing director and Chief Investment Officer of Aetna Life Insurance Company

(Tokyo, Japan), which following an acqguisition became MassMutual Life Insurance Company

(Tokyo, Japan). From 1998 to 1999, he served as the Chief Investment Officer of Aetna
International Inc. Hong Kong to cover the greater China region. From 1994 to 1998, he
worked in Nomura Asset Management (Hong Kong) Company as the Chief Investment
Officer, later became co-managing director. Mr. Young has an MBA from the University of
Chicago.

NG Koon Sun, 40, Vice President and Chief Internal Auditor of our Company from August

2003 to present. Mr. Ng joined our Company in March 2003. From 2001 to 2003, he was

the Chief Executive Officer of United Healthcare Asia Limited. From 1999 to 2001, he

served as the Chief Financial Officer of AIA United Healthcare, and later became the Chief

Operating Officer. From 1994 to 1999, he served as the Chief Financial Officer and Finance

Director of AXA General Insurance Company, Hong Kong. From 1986 to 1994, he served

as the Regional Manager of the Corporate Internal Auditor for Asia/Pacific region of AlG.

Mr. Ng is a fellow member of the Life Office Management Association in the United
States.

- Ping An Insurance (Greve) Company of Chine, Lid. Anrnvael Repert 2004




XU Guangzhong, 58, Vice President and Chief Internal Supervision Officer of our Company
since February 2003 and June 2003, respectively, and Chairman of Ping An Bank Limited
since March 2004. From 1985 to 2003, Mr. Xu served as an Assistant President and Chief
Auditing Officer of our Company. From 1996 to 1998, he also served as the President of
China Ping An Trust & Investment Co., Ltd. From 19394 to 1995, Mr. Xu was the General
Manager of Beijing Branch (Property & Casualty) of cur Company. Mr. Xu previously served
as the President of China Securities Company, Ltd., the President of Trust & Investment
Company of Industrial and Commercial Bank of China ("ICBC") and the Deputy General
Manager of the ICBC's Beijing branch. Mr. Xu joined our Company in September 1994,
Mr. Xu has a diploma in Finance from Jilin Finance & Trade College.

XU Jianjun, 53, Vice President of our Company since April 2002, and Chairman and
President of Ping An Annuity Insurance Company of China, Ltd. since February 2005. Mr.
Xu joined our Company in December 1999. From 2002 to 2003, he served as the President
of China Ping An Trust & Investment Company, Ltd. From 2000 to 2002, he served as an
Assistant President of our Company. From 1999 to 2000, Mr. Xu served as the General
Manager of our Investment Management Center. Mr. Xu previcusly was the Branch Office
Head of the Shanghai Bureau of Finance. He has also served as the Vice President and
Chief Economist of Shanghal International Investment and Trust Corporation and the
Chairman of Huaan Fund Management Company. Mr. Xu has a diploma in Economics from
Fudan University.

Stephen Thomas MELDRUM, 62, Vice President and Chief Actuarial Officer of our
Company from February 2003 to present. Mr. Meldrum joined our Company in September
1999. From 1999 to 2003, Mr. Meldrum served as the Chief Actuary of our Company.
From 1985 to 1998, Mr. Meldrum was a Vice President and the Division Head of the
International Strategy Division of Lincoln National Corporation. From 1979 to 1995, Mr.
Meldrum worked at Lincoln National (UK) plc., and his position was the Chief Actuary and
the Head of the Finance Division and the Head of the Investment Division. Mr. Meldrum
has a Master’s degree in Computer Science from the University of London and a Master’s
degree in Mathematics from the University of Cambridge.

CHEN Kexiang, 47, Assistant President of our Company from February 2003 to present
and Head of General Office from June 2002 to present and General Secretary of the Board
of our Company from June 2002 to present. Mr. Chen also served as a Vice President and
then President of China Ping An Trust & Investment Co., Ltd. from 1999 to 2002. From
1996 to 1999, Mr. Chen was the Deputy Manager of the General Office of our Company.
From 1995 to 1996, Mr. Chen served as the General Manager of Ping An Building
Management Company. Mr. Chen joined our Company in December 1892. Mr. Chen has a
Master’s degree in Finance from Zhongnan University of Economics and Law.

REN Huichuan, 35, Assistant President of our Company from February 2004 to present
and Finance Director of our Company since February 2003. From 2002 to 2003, he served
as Vice President of Ping An Property & Casualty Company of China, Ltd. From 1992 to
2002, Mr. Ren worked at the property & casualty insurance business of our Company, with
his last position as Vice President, and he also served as the Assistant General Manager of
Ping An Group Development and Reform Center in 1999. Mr. Ren joined our Company in
November 1992. Mr. Ren has a Bachelor’'s degree in Computer Application from Harbin
Ship Engineering College.

hinay: Lk Annual:




DIrecCtors, >uperviscors and >enior ianagement

YAO Jun, 39, Chief Legal Officer and Joint Company Secretary of our Company since
September 2003 and June 2004, respectively. He was previously a partner of Commerce &
Finance Law Offices. Mr. Yao has an L.L.M. degree from Peking University.

GOH Yethun, 35, Assistant President and Head of Strategic Development of our Company.
Mr. Goh joined our Company in February 2000 to take part in the group e-commerce
initiative. Prior to his current position, he was the Chief Operating Officer of Ping An
Securities Company, Ltd. and the Head of the Group Strategic Development Center of our
Company. Before joining our Company, Mr. Goh was an engagement manager in McKinsey
& Company. Mr. Goh has a Bachelor degree in economics from Hamilton College, USA.

LO Sai Lai, 42, Head of Information Technology and General Manager of Information
Management Center of our Company since October 2003. from 2002 to 2003, he served
as the General Manager of our Company’s Data Center. From 2001 to 2002, Mr. Lo served
as a Senior Consultant of our Systems Development Center. From 1993 to 2001, Mr. Lo
worked as a researcher at the University of Cambridge, a research engineer at the Olivetti
Research Laboratory, a senior researcher at the Olivetti and Oracle Research Laboratories
and a senior researcher at AT&T Laboratories — Cambridge. Mr. Lo joined our Company in
June 2002. Mr. Lo has a Ph.D. in Computer Science from the University of Cambridge.

PING AN LIFE

LEUNG Ka Kui Dominic, 57, Chairman and Chief Executive Officer of Ping An Life Insurance
Company of China, Ltd. since January 2004. Mr. Leung joined our Company in January
2004. From 1996 to 2003, he worked in Prudential Corporation Asia Ltd. as the Managing
Director, Greater China. From 1989 to 1996, he worked in Taiwan Nashan Life Insurance
Company, Ltd. and his last position was the General Manager of the company. From 1975
to 1989, he worked in American International Assurance Company and his last position
was Vice President. Mr. Leung has a Bachelor’s degree in Science from the Chinese University
of Hong Kong.

HUANG I-Keng John, 57, President of Ping An Life Insurance Company of China, Ltd.
since January 2003. Since joining our Company in October 1996, Mr. Huang has been
Senior Advisor to the Chairman, Vice President, and Senior Vice President. From 1971 to
1996, Mr. Huang served several positions in the life insurance industry in Taiwan. He had
been Chief Underwriter of Nan Shan Life insurance Co., Ltd., Executive Vice President of
Kuo Hua Life Insurance Ltd., and General Manager of Chung Shin Life insurance Co., Ltd.
Mr. Huang came to China in June 1994. Mr. Huang graduated from Cooperative Economic
Dept. of Taiwan Chung Shin University.




PING AN PROPERTY & CASUALTY

CAO Shifan, 49, Chairman of Ping An Property & Casualty Company of China. Ltd. since
March 2004 and President and Chief Executive Officer of Ping An Property & Casualty
Company of China, Ltd. since December 2002. From June 1997 to December 2002, he
served as an Assistant President and Vice President of our Company. From February 1997
to June 1997, he served as an Assistant President for the property & casualty insurance
business of our Company. From 1994 to 1997, he served as the General Manager of the
Nanjing Branch (Property & Casualty) of our Company. From 1991 to 1994, he served as
the General Manager of our Company's Human Resources Department. Mr. Cao joined our
Company in December 1991. Mr. Cao has a Master’'s degree in Monetary & Banking from
Zhongnan University of Economics and Law.

PING AN SECURITIES

YANG Xiuli, 49, Chairperson of Ping An Securities Company, Ltd. since March 1998.
Since joining our Company in 1988, Ms. Yang has been the Manager of the administration
department, the Secretary General of Board of Directors, Assistant President, and Vice
President. Ms. Yang has a master degree in Monetary & Banking from Zhongnan University
of Economics and Law. ‘

YIP Lai Shing, 60, President and Chief Executive Officer of Ping An Securities Company,
Ltd. since September 2002. From 1996 to 2002, Mr. Yip served as the Chief Executive
Officer of DBS Vickers {(Hong Kong) Ltd. He was an Executive Director of Sun Hung Kai &
Company, Ltd. between 1971 and 1996. Mr. Yip joined our Company in September 2002.

PING AN TRUST

TUNG Hoi, 34, Chairman and Chief Executive Officer of China Ping An Trust & Investment
Co., Ltd. since September 2004. Prior to joining China Ping An, Mr. Tung was an executive
director of Goldman Sachs (Asia) L.L.C., advising major financial institutions in the region
on restructuring, mergers & acquisitions and capital markets activities. From 1995 to 1998,
he was a management consultant with McKinsey & Company. Mr. Tung holds a Master's
degree in Engineering Science from the University of Oxford and an MBA degree from
INSEAD.

SONG Chengli, 44, President of China Ping An Trust & Investment Co., Ltd. since July
2003. Since joining our Company in 1992, Mr. Song has been head of our Qingdao Branch
{property & casualty), Head of our Group's representative office in Beijing, Head of Ping
An Insurance Company Shanghai Branch (Property & Casualty), and the Vice President of
Ping An Property & Casualty Company of China, Ltd. Mr. Song has a Master's degree in
Enterprise Management.
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PING AN BANK

XU Guangzhong, see “— Other Senior Management” in this section.

Kunder CHEN, 48, Executive Director of Ping An Bank Limited since September 2004. Mr.
Chen joined our Group in August 2004. Ffrom 1996 to 2004, Mr. Chen was the senior
executive vice president of Chinatrust Financial Holding Company ("CFHC") in Taiwan,
responding for the business of retailing banking and credit card. Mr. Chen was also the
board member of Taiwan Credit Card Union Center from 2002 to 2003. Before working
for CFHC, Mr. Chen was an IT expert with 17 years of experience on banking application
software system. Mr. Chen has a bachelor degree in Statistics from Fu Jen Catholic University
of Taiwan.

PING AN ANNUITY

XU Jianjun, see “— Other Senior Management” in this section.

Ll [h Chun Emily, 45, Executive Vice President of Ping An Annuity Insurance Company of
China Ltd. since February 2005. Ms. Li joined our Group in October 2004. Prior to joining
Ping An, Ms. Li was the Acting Deputy Head of Retirement Benefits of HSBC Life
(International) Limited. She had also worked as Vice President of AIA Pension and Trustee
Co. Ltd., Chief Operating Officer of Standard Chartered Bank International Private Banking,
and Assistant Vice President of Citibank Private Banking Group, Western Hemisphere Div.,
New York, respectively. She was a member of the Scheme Administration Specialist Group
of MPFA and Director of the Trustee Association in Hong Kong. Ms. Li obtained her MBA
degree in Finance/International Business from New York University and the CPA certificate
from New York State, U.S.A.

JOINT COMPANY SECRETARIES

YAQ Jun, see "— Other Senior Management” in this section.

SENG Sze Ka Mee Natalia, 48, a joint company secretary of our Company since June
2004. Ms. Seng has served as the director of corporate services of Tengis Limited since
1994, Tengis Limited has become a member of.the Tricor Group and also a member of The
Bank of East Asia Group since 2002. Ms. Seng is a Fellow of The Hong Kong Institute of
Company Secretaries, The Institute of Chartered Secretaries and Administrators and The
Hong Kong Institute of Directors. She is also the company secretary of another Hong Kong
Stock Exchange listed company. She has worked in the corporate secretarial department of
an international accounting firm for over 20 years and she has served many listed clients
over these years.




QUALIFIED ACCOUNTANT

CHAN Cheuk Yin, 44, a qualified accountant of our Company since June 2004. He is also
a Deputy Finance Director of our Company and a director of each of Ping An Life and Ping
An Property & Casualty. Mr. Chan holds a Bachelor’s degree in Economics with major in
accounting from Macquarie University in Australia. After graduation, he joined the audit
department of Deloitte Touche Tohmatsu in July 1985 and was responsible for providing
audit service to fund management companies. Prior to joining our Company in October
2002, he had worked for Citibank N.A., and served as the financial controller and finance
director of DBS Vickers (Hong Kong) Limited. He is a member of the Hong Kong Institute
of Certified Public Accountants.
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We are a leading insurance group in the PRC that is focused on providing multiple financial
products and services to our customers through our multi-channel distribution network.
With our principal operating subsidiaries, namely Ping An Life, Ping An Property & Casualty,
Ping An Trust, Ping An Securities, Ping An Bank and Ping An Annuity, we offer our
customers a wide range of financial products and services in the PRC under a single brand
name, with a focus on life and property and casualty insurance products. Our core life
insurance and property and casualty insurance businesses accounted for approximately
87.3% and 11.4%, respectively, of our total revenue in 2004.

We are one of the largest insurance companies in the PRC in terms of gross written
premiums and policy fees. Qur operations primarily consist of the underwriting of life
insurance and property and casualty insurance. We had gross written premiums and policy
fees of RMB60,049 million in 2004, of which RMB49,899 million, or approximately 83.1%,
was from our life insurance business and RMB10,150 million, or approximately 16.9%,
was from our property and casualty insurance business.



LIFE INSURANCE

The following tables set forth certain financial and operating data for Ping An Life as of or
for the periods indicated:

For years ended December 31, 2004 2003
(in RMB million, except percentages)

Gross written premiums and policy fees 49,899 55,043
Individual life insurance 35,949 34,617
Bancassurance 5,836 10,562
Group insurance 8,114 9,864

Premium deposits 4,830 3,811
Individual life insurance 4,215 2,951
Bancassurance 81 -
Group insurance 534 860

Gross written premiums, policy fees and
premium deposits 54,729 58,854

Market share of gross written premiums,
policy fees and premium deposits™ 17.2% 19.6%

M Based on our PRC GAAP financial data and PRC insurance industry data calculated in accordance

with PRC GAAP and published by the National Bureau of Statistics of China.
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As of or for years ended December 31, 2004 2003
Number of customers:
Individual {in thousands) 28,362 26,880
Corporate (in thousands) 177 188
Total (in thousands) 28,539 27,068
Persistency ratio:
13-month 87.5% 85.7%
25-month 80.3% 79.6%
Agent productivity:
First year premiums, policy fees and premium deposits '
per agent per month 3,245 3,039
New life insurance policies per agent per month 2.3 2.7

We are the second largest life insurance company in the PRC in terms of gross written
premiums and policy fees. In 2004, our life insurance business accounted for approximately
17.2% of the gross written premiums, policy fees and premium deposits received by PRC
life insurance companies, based on our PRC GAAP financial data and PRC insurance industry
data calculated in accordance with PRC GAAP and published by the National Bureau of

Statistics of China.

< Pling: AmInsuranes (Group




We are one of the most profitable life insurance companies in the PRC. During 2004, we
managed our product mix to focus on developing and marketing profitable insurance
products, such as regufar premium individual life insurance products. As a result, gross
written premiums, policy fees and premium deposits from our individual life insurance
products accounted for approximately 73.4% of the gross written premiums, policy fees
and premium deposits for our life insurance business in 2004, compared to approximately
63.8% in 2003. In particular, substantially all of individual life insurance first year premium
were from regular premium products in 2004. Our focus on regular premium individual life
insurance products provides us with a stable revenue stream that helps us generate
sustainable longer term profits.

In addition, among all the new products that we launched in 2004, universal life insurance
products, which were launched in May 2004, experienced significant growth. Gross written
premiums, policy fees and premium deposits attributable to universal life insurance products
accounted for a substantial portion in the total gross written premiums, policy fees and
premium deposits from all our new businesses in the second half of 2004.

Individual life insurance

73.4%

Bancassurance

10.8%

Group Insurance

15.8%

Note: Calculated based on gross written premiums, policy fees and premium deposits for the year ended
December 31, 2004.

In 2004, our group insurance business focused on short-term accident and health insurance
businesses. Furthermore, we have managed the sales of our bancassurance products with
a view towards maintaining the profitability of our bancassurance business.

In addition, we continued to rationalize our individual life insurance sales force in 2004 and
stabilized the number of our individual life insurance sales agents at approximately 200,000.
Morecver, through the continued refinement of our sales agents training system, we enhanced
the productivity and professionalism of our sales agents. We have also continued our efforts in
enhancing customer service. As a result, the 13-month and 25-month persistency ratios for our
individual life insurance customers improved to 87.5% and 80.3%, respectively, as of December
31, 2004 from 85.7% and 79.6%, respectively, as of December 37, 2003,

s (Grovpcompany 6 China; L Annual
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Products

QOur primary life insurance products include individual life insurance products, bancassurance
products and group insurance products.

individual Life Insurance

We have four principal categories of individual life insurance products: traditional non-
participating life insurance, traditional participating life insurance, accident and health
insurance as well as non-traditional life insurance. In 2004, gross written premiums, policy
fees and premium deposits from our individual life insurance products accounted for
approximately 73.4% of the gross written premiums, policy fees and premium deposits
received by our life insurance business.

Traditional Non-Participating Life Insurance

Our primary traditional non-participating life insurance products include whole life insurance,
term life insurance and endowment life insurance. Our whole life insurance products
generally provide insurance covering the life span of the insured party in exchange for the
periodic payment of a fixed premium during the life span of the insured party or over a
pre-determined period. Our term life insurance products generally provide insurance for
the insured pparty over a specified time period in exchange for the periodic payment of a
fixed premium. Qur endowment life insurance products generally provide insurance for the
insured party during the policy period as well as maturity benefits at the end of the policy
period.

Accident and Health Insurance

Our accident insurance products generally provide a guaranteed benefit in the event of
death or disability of the insured party as a result of an accident during the policy period.
The disability benefit we pay to the insured party will vary according to the type of
disability afflicted upon such insured party. Qur health insurance products generally provide
for a daily hospital allowance or reimbursement of actual hospital expenses incurred by the
insured party. We generally offer our accident and health insurance policies for a term of
one year.

Traditional Participating Life Insurance

Our primary traditional participating life insurance products include whole life insurance
and endowment life insurance. In addition to providing the benefits offered under our
traditional non-participating life insurance products, our traditional participating life
insurance products also entitle policyholders to receive dividends in the event our
participating products have a distributable surplus in any year during the policy period.




Non-Traditional Life Insurance

Our primary non-traditional life insurance products include investment-linked life insurance
and universal life insurance. We offered investment-linked life insurance to our customers
from October 1999 to June 2003. An investment-linked life insurance is an insurance
policy that provides insurance for the insured party during the policy period and an
investment return linked to an investment option selected by the policyholder. In June
2003, the China Insurance Regulatory Commission (the "CIRC") imposed additional
regulations on investment-linked life insurance products. As a result of the CIRC regulation,
we stopped selling investment-linked life insurance products. However, we continue to
collect renewal premiums associated with the investment-linked life insurance policies sold
before the end of June 2003. Universal life insurance is another form of permanent life
insurance that has either a flexible or single premium. A universal life insurance contract
has an adjustable benefit feature that provides the customer with greater flexibility on
when to pay any premiums and the amount of the premium. For universal life insurance
products, the more a customer pays in premium, the greater the cash value will be. The
interest rate at which the cash value accumulates is adjusted periodically. Universal life
insurance has a stated minimum interest rate that will be paid on the policy’s cash value.

Bancassurance

Our bancassurance products primarily consist of participating endowment life insurance,
participating deferred annuities and accident insurance, and are generally single premium
insurance products. The participating endowment life insurance products offered as part
of our bancassurance products generally have the same characteristics as the endowment
life insurance products offered as part of our individual life insurance products, except that
the majority of these policies are single premium products with 5 year and 10 year maturities.
Holders of our participating deferred annuities contribute premiums during an accumulaticon
pericd and either the holder or the beneficiary receives either a lump sum payment upon
attaining the annuity vesting age or an annual payment beginning upon the attainment of
the annuity vesting age and ending upon the death of the holder and dividends to the
extent that our participating products have a distributable surplus in the accumulation
period. In 2004, gross written premiums, policy fees and premium deposits from our
bancassurance products accounted for 10.8% of the gross written premiums, policy fees
and premium deposits received by our life insurance business.
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Group Insurance

We have four principal categories of group insurance products: group traditional non-
participating life insurance, group accident and health insurance, group traditional
participating deferred annuity and group non-traditional deferred annuity. The group
traditional non-participating life insurance and group accident and health insurance products
generally have similar characteristics as the products offered as part of individual life
insurance products. The group traditional participating deferred annuity products generally
have similar characteristics as the products offered as part of bancassurance products. The
group non-traditional deferred annuity products have a combination of the characteristics
of investment-linked insurance products and deferred annuity insurance products. In 2004,
gross written premiums, policy fees and premium deposits from our group insurance
products accounted for approximately 15.8% of the gross written premiums, policy fees
and premium deposits received by our life insurance business.

Legacy High Guaranteed Return Products

Like other major PRC life insurance companies, we offered life insurance products with
relatively high guaranteed rates of return equal to or in excess of 5% from 1995 to 1999,
primarily as a result of the then prevailing high market interest rates. In June 1999, the
CIRC imposed a cap of 2.5% with respect to the guaranteed rate of return a life insurance
company may offer on its products. As a result, we have offered guaranteed return products
with rates of return equal to or less than 2.5% since June 1992. The policyholders’
reserves for life insurance policies with high guaranteed rates of return as calculated based
on our PRC \GAAP financial data represented 42.0% of our total policyholders’ reserves as
of December 31, 2004 compared to 45.3% as of December 31, 2003. The average pricing
rate for all of our guaranteed return life insurance products decreased to 4.8% in 2004
from 5.0% in 2003. We expect these high guaranteed return life insurance policies to
decline as a percentage of our total in-force life insurance policies as our new policies with
lower or no guaranteed rates of return continue to grow.

Distribution Network

Our life insurance products are primarily distributed through a distribution network that
includes a sales force of approximately 200,000 individual insurance sales agents,
approximately 1,600 group insurance sales representatives and approximately 20,000 branch
offices of China Post and commercial banks in the PRC that have bancassurance
arrangements with us.




The following table sets forth certain information of our life insurance distribution channels
as of the dates indicated:

As of December 31, 2004 2003
Number of individual life sales agents 199,997 188,033
Number of group sales representatives 1,605 1,275
Bancassurance outlets 20,023 21,298

Individual Life Insurance. We are one of the first PRC insurance companies to introduce an
agency-based distribution model for the individual life insurance business. We are also a
leader in the PRC insurance industry in managing, training and supporting our individual
life insurance sales agents, and we are continuously upgrading our sales management
infrastructure to maintain our leadership position.

Bancassurance. We have bancassurance arrangements with China Post, the four largest
national commercial banks and many other national and regional commercial banks in the
PRC for the distribution of our bansassurance products. These arrangements currently
extend across the PRC in approximately 130 cities.

Group Insurance. Our group insurance sales representatives are based in our various branch
and sub-branch offices throughout the PRC. These group sales representatives provide life
insurance and retirement planning advice and sell health and other short-term insurance to
institutional customers. We also distribute our group insurance products through insurance
intermediaries, such as institutional insurance agents, insurance brokers and ancillary agency
organizations.

Cross-Selling. We have achieved significant success in cross-selling our life insurance products
to our property and casualty insurance customers. Life insurance gross written premiums,
policy fees and premium deposits obtained through cross-selling to our property and
casualty insurance customers have increased 15.4% to RMB540 million in 2004 from
RMB468 million in 2003. We expect cross-selling to become an important distribution
channel for Ping An Life and make a significant contribution to our future growth.

Alternative Distribution Channels. In addition to the distribution channels described above,
we distribute our life insurance products through many other alternative distribution
channels, including, among others, our nationwide call center 95511, our PA18 Internet
financial portal and direct mailing.
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Customers

As of December 31, 2004, approximately 43.2% of the gross written premiums, policy
fees and premium deposits received by our life insurance operations were attributable to
customers located in or near Shanghai, Beijing, Nanjing, Guangzhou and Qingdao, which
are among the more economically developed areas in the PRC. We believe these and other
more economically developed areas will continue to offer greater potential for further
profitable growth. As of December 31, 2004, we had approximately 28 million individual

customers and approximately 177,000 corporate customers.

PROPERTY & CASUALTY INSURANCE

The following tables set forth certain financial and operating data for our property and
casualty insurance operations as of or for the periods indicated:

For years ended December 31, 2004 2003
(in RMB million, except percentages)

Gross written premiums 10,150 8,091
Automobile 6,232 4,589
Non-automobile 3,545 3,351
Accident and health 373 151

Market share of gross written premiums and
policy fees™ 9.5% 9.7%

m Based on our PRC GAAP financial data and PRC insurance industry data calculated in accordance

with PRC GAAP and published by the National Bureau of Statistics of China.

As of or for years ended December 31, 2004 2003

Combined Ratio:

Expense ratio 20.2% 21.2%
Loss ratio 77.0% 78.5%
Combined ratio 97.2% 99.7%

Number of customers:

Individual (in thousands) 5,519 3,933
Corporate (in thousands) 613 515
Total (in thousands) 6,132 4,448

Ping An Property & Casualty is the third largest property and casualty insurance company
in the PRC in terms of gross written premiums. In 2004, our property and casualty insurance
business accounted for approximately 9.5% of the gross written premiums received by
PRC property and casualty insurance companies, based on our PRC GAAP financial data
and PRC insurance industry data calculated in accordance with PRC GAAP and published
by the National Bureau of Statistics of China.




n 2004, based on our detailed customer segmentation, we conducted a trial reform of the
corporate structure of our branches for property and casualty insurance business. Under
this trial reform, we set up different sales teams for individual customers and corporate
customers to accommodate their specific product and service needs. In addition, we have
also formulated an improved sales management system, and achieved breakthroughs in
cross-selling and new sales channels including, among others, our nationwide call center
95511, our PA18 Internet financial portal and direct mailing.

Products

Our primary property and casualty insurance products include automobile insurance, non-
automobile insurance and accident and health insurance.

Accident and health /

3.7% N <

Automobile

61.4%

Non-automobile
34.9%

Automobile Insurance. Automobile insurance is our leading property and casualty insurance
product in terms of gross written premiums. Our standard automobile insurance policy is
for a term of one year, and covers damages caused to the insured vehicle by collision, fire,
explosion, typhoons or mudslides, as well as damages caused when the insured vehicle is
stolen. In addition, our standard automobile insurance policy covers liability to the third
parties. We also offer a number of riders to our automobile insurance customers that cover
losses such as liability to passengers, cargo and vandalism. Gross written premiums from
our automobile insurance products were RMB6,232 million, accounting for approximately
61.4% of the gross written premiums received by our property and casualty insurance
business in 2004.
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Non-automabile insurance. Qur primary non-automobile insurance products include, among
others, commercial property insurance, homeowners insurance, cargo insurance, liability
insurance and hull insurance. Gross written premiums from our non-automobile insurance
products were RMB3,545 million, accounting for approximately 34.9% of the gross written
premiums received by our property and casualty insurance business in 2004. Commercial
property insurance is our second leading property and casualty insurance product in terms
of gross written premiums. Our basic commercial property insurance policy covers lass of,
or damage to, insured property caused by fire, explosion or lightning. Qur comprehensive
commercial property insurance policy covers loss of, or damage to, insured property caused
by fire, explosion, lightning, flood, typhoon, hailstorm, mudslides, tornado and hurricane.
Our commercial all risk property insurance policy covers all causes of loss not specifically
excluded fram the coverage. Homeowners insurance covers loss of, or damage to, insured
property caused by fire, explosion, hailstorm, flood, typhoon and/or burglary. We offer
cargo insurance that covers goods in transit by vessel, airplane or any ground vehicle. We
offer liability insurance products such as employer’s liability, public liability, product liability
and professional liability insurance. Our liability insurance policies generally cover losses of
third parties due to the misconduct or negligence of the insured party and exclude losses
due to fraud or the willful misconduct of the insured party. Hull insurance covers loss of,
or damage to, an insured vessel, including its huli, life rafts, machinery, instruments and
fuel, caused by earthquake, volcanic explosion, fire, collision and the willful misconduct of
crew members.

Accident and Health Insurance. Our accident insurance products generally provide a
guaranteed benefit in the event of death or disability of the insured party as a result of an
accident during the policy period. The disability benefit we pay to the insured party will
vary according to the type of disability afflicted upon such insured party. Our health
insurance products generally provide for a daily hospital allowance or reimbursement of
actual hospital expenses incurred by the insured party. Gross written premiums from our
accident and health insurance products accounted for approximately 3.7% of the gross
written premiums received by our property and casualty insurance business in 2004,

In addition to the products listed above, we also offer a number of other property and
casualty insurance products, including construction personal injury insurance, mortgage
guarantee insurance, parcel insurance, container insurance, satellite launch insurance, nuclear
power plant insurance and offshore oil drilling insurance.
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Distribution Network

The distribution network for our property and casualty insurance products includes 35
branch offices located in substantially all of the PRC's provinces, autonomous regions and
municipalities, together with over 1,000 sub-branches located throughout the PRC. We
distribute our property and casualty insurance products primarily through our in-house
sales representatives and through various intermediaries, such as banks and automobile
dealerships, and insurance brokers.

The following table sets forth certain information of our property and casualty insurance
distribution channels as of the dates indicated:

As of December 31, 2004 2003
Number of direct sales representatives 6,975 6,742
Number of insurance agents 6,168 7,589

Cross-Selling. We have achieved significant success in cross-selling our property and casualty
insurance products to our life insurance customers. Property and casuaity insurance premiums
obtained through cross-selling to our life insurance customers have increased 97.1% to
RMB873 million in 2004 from RMB443 million in 2003. We expect cross-selling to become
an important distribution channel for Ping An Property and Casualty and make a significant
contribution to our future growth.

Customers

As of December 31, 2004, approximately 31.8% of the gross written premiums received
by our property and casualty insurance business were attributable to customers located in
or near Shanghai, Guangzhou, Beijing and Shenzhen, which are among the more
economically developed areas in the PRC. We believe these and other more economically
developed areas will continue to offer greater potential for further profitable growth. As
of December 31, 2004, we had approximately 5.5 million individual customers and
approximately 0.6 million corporate customers.

PING AN TRUST

We provide asset management services to our customers through Ping An Trust. In addition,
Ping An Trust acts as an investment holding company for some of our long-term equity
investments and provides real estate development, management and leasing services to
our other subsidiaries. As of December 31, 2004, trust service assets held in trust increased
to RMB1,084 million from RMB189 million as of December 31, 2003. In November 2004,
we successfully developed and completed the sales of four trust products with an aggregate
amount of RMB960 million. We loaned the proceeds from the sales to borrowers involved
in certain infrastructure projects in China, and the repayment obligations of these borrowers
are guaranteed by China Development Bank.
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PING AN SECURITIES

We conduct our securities business through our Ping An Securities, and provide securities
services 1o customers through 22 branch offices nationwide and through our PA18 Internet
financial portal. The principal services that we provide to our customers are brokerage
services, investment banking services, asset management services and research and
consulting services. Brokerage services consist of executing stock and bond trades on the
Shanghai and Shenzhen stock exchanges for customers, holding physical securities on
behalf of customers and facilitating the payment of dividends and interest repayment of
outstanding principal amounts to customers. Investment banking services include securities
underwritimg, financial advice for mergers and acquisitions and restructurings, securities
business training and the provision of market and trading information. Asset management
services consist of managing securities portfolios of clients and providing asset management
advice. Despite the poor market conditions, Ping An Securities had a net profit of RMB6
million in 2004.

PING AN BANK

Ping An Bank was formerly known as the Fujian Asia Bank Ltd., a sino-foreign joint
venture bank. We currently own 73% of Ping An Bank’s equity interest, while The Hongkong
and Shanghai Banking Corporation ("HSBC") owns the remaining 27% equity interest.
Ping An Bank is primarily engaged in the foreign currency commercial banking business in
the PRC. Ping An Bank experienced significant growth in 2004. The balance of Ping An
Bank’s outstanding loans increased to RMB71 million as of December 31, 2004 from RMB7
million as of December 31, 2003. The balance of Ping An Bank’s customer deposits increased
to RMB29 million as of December 31, 2004 from RMB2 million as of December 31, 2003,
Ping An Bank’s net profit increased to RMB3 million in 2004.

We intend to leverage our broad customer base and HSBC's global settlement network to
enable Ping An Bank to target potential customers including, among others,

. large and medium-sized companies for the loan businesses,

. medium and small-sized export oriented companies for the loan businesses,
. international settlement businesses,

. foreign-invested enterprises, and

J high net-worth individuals for the foreign currency deposit businesses.

In February 2005, Ping An Bank received approval from the China Banking Regulatory
Commission to relocate its headquarters from Fujian to Shanghai.




RECENT DEVELOPMENTS

We established Ping An Annuity as a wholly-owned subsidiary on December 13, 2004, We
are one of the first PRC insurance companies to establish a specialized annuity insurance
company, and we are currently in the process of applying for qualifications from the
Ministry of Labor and Social Security to engage in retirement fund management.

n September 2004, we received approval from the CIRC for the preparation of establishing
Ping An Health to specialize in the health insurance business. Ping An Health is expected
to be established in the first half of 2005, and our existing accident and health insurance
businesses will be transferred from Ping An Life and Ping An Property & Casualty to Ping
An Health.

We believe that specialized insurance companies, such as Ping An Annuity and Ping An
Health, allow us to capitalize on the growth opportunities in the PRC retirement fund
management and health insurance markets.

Moreover, we have invested heavily in the back-office support centralization project and
have completed the initial phase of our national back-office support center in Zhangjiang,
Shanghai. Our national back-office support center will consist of an administrative unit, an
accounting and operations unit, an information technology unit and integrated business
processing centers based on different business lines. The business processing centers aim
to centrally process all back-office business operations.

Upon completion, our national back-office support center will become one of the largest
financial back-office support centers in Asia and will help us raise the quality and service
efficiency of our Group to international standards. In particular, we believe that the new
national back-office support center will enhance our marketing capabilities, improve and
centralize our management of underwriting and claims for both life insurance and property
and casualty insurance, enhance our internal controls and risk management system, increase
our management efficiency through proper division of responsibilities among different
levels of management, and reduce operating costs and improve our overall profitability.
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Regulatory Developments

In 2004, the CIRC and other relevant PRC regulatory authorities promulgated a series of
new insurance regulations relating to, among others, insurance asset management
companies, subordinated debt issued by insurance companies, new investment channels of
insurance companies, insuranceé company management and insurance guarantee fund.

Provisional Regulations Governing Insurance Asset Management Companies

On April 21, 2004, the CIRC issued the Provisional Regulations Governing Insurance Asset
Management Companies, which set forth regulations on the establishment, modification,
termination, scope of business, risk control and supervision and administration of insurance
asset management companies. According to such regulations, insurance companies and
insurance holding companies meeting certain conditions may establish insurance asset
management companies, subject to regulatory approvals. These regulations became effective
as of June 1, 2004

Provisional Measures Governing Fixed-term Subordinated Debt of Insurance Companies

On September 29, 2004, the CIRC issued the Provisional Measures for Administration of
Subordinated Term Debts of Insurance Companies, which permit insurance companies to
issue subordinated debt, subject to CIRC approval.

Regulations on Investments by Insurance Companies

On March 29, 2004, the CIRC issued the Notice on Certain Issues Relating to /nvestments
in Fixed-term Bank Subordinated Debt by Insurance Companies, which permit insurance
companies to invest in the subordinated debt issued by the wholly state-owned banks and
joint stock commercial banks with nationwide operations in the PRC.

On July 23, 2004, the CIRC issued the Notice on Certain Issues Relating to Investments in
Convertible Corporate Bonds by Insurance Companies, which permit insurance companies
to invest in the convertible corporate bonds.

On August 9, 2004, the CIRC and the People’s Bank of China jointly issued the Provisional
Measures Governing Overseas Use of Insurance Foreign Exchange Funds, which permit
insurance companies meeting certain conditions to invest in, with their foreign exchange
funds, the following instruments or products in the overseas market:

. bank deposits;

. foreign government bonds, international financial institution bonds and foreign
corporate bonds;

. overseas bonds issued by the PRC government or PRC companies;

. bank notes, large-amount transferrable certificates of deposit and other currency
market products; and

. other products or instruments as stipulated by the PRC State Council.




On October 24, 2004, the CIRC and the China Securities Regulatory Commission jointly
issued the Provisional Regulations on Administration of Stock Investment of Insurance
Institutional Investors, which permit insurance companies meeting certain conditions to
invest in, directly or indirectly through qualified insurance asset management companies,
the following securities products in the PRC:

. Renminbi-dominated ordinary shares;
. convertible corporate bonds; and
. other securities products as stipulated by the CIRC.

On December 30, 2004, the CIRC issued the Notice on Investments in Insurance Company
Fixed-term Subordinated Debt by Insurance Companies and Insurance Asset Management
Companies, which permit eligible insurance companies and insurance asset management
companies to invest in subordinated debt issued by PRC insurance companies.

Administrative Regulations for Insurance Companies

On May 13, 2004, the CIRC issued the updated Administrative Regulations for Insurance
Companies, which set forth regulations for the insurance institutions, insurance operations,
insurance terms and premium rates, insurance funds and supervision and examination.
These regulations became effective as of June 15, 2004.

Administrative Measures for Insurance Guarantee Fund

On December 30, 2004, the CIRC issued the Administrative Measures for Insurance
Guarantee Fund, under which insurance companies in the PRC are required to make
contributions to an insurance guarantee fund, which is managed by the CIRC. Such
contributions are to be made on a quarterly basis until the balance of the total contributions
by an insurance company reaches a certain percentage of the total assets of such insurance
company. The insurance guarantee fund may be used by the CIRC to make payments to
policyholders or insurance policy transferees when the license of an insurance company is
revoked or when an insurance company is declared bankrupt. These regulations became
effective as of January 1, 2005.

Provisional Guidelines for Risk Control Associated with Use of Insurance Funds

On April 28, 2004, the CIRC issued the Provisional Guidelines for Risk Control Associated
with Use of Insurance Funds, which set forth requirements for each insurance company to
establish a risk control system in connection with the use of insurance funds. These
provisional guidelines become effective as of June 1, 2004.
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New Development of Third Party Liability Insurance and Compulsory Automobile Third
Party Liability Insurance

On December 26, 2003, the PRC People’s Supreme Court issued the Judicial Explanations
Regarding Certain Issues with respect to the Application of Laws in Hearing Personal Injury
Cases, which became effective as of May 1, 2004. Under such judicial explanations, the
amount of remedy that can be awarded in personal injury cases was raised significantly,
which in turn increased premium rates as well as claims of our third party liability insurance
products.

On October 28, 2003, the National People’s Congress promulgated the PRC Road Safety
Law, which became effective as of May 1, 2004. Under such road safety law, automobile
owners are required to carry third party liability insurance. In the event of an accident,
insurance companies are required to pay for damages, up to the policy limits, of the
injured third party, regardless of who was at fault for the accident.

An Insurance (Group) Company of China, Ltd nual Reportjf4
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The directors present their first annual report and the audited consolidated financial
statements of the Company and its subsidiaries (the “"Group”) for the year ended December
31, 2004.

1. Principal activities

The principal activities of the Group comprise the provision of a wide range of
financial products and services with a focus on life and property and casualty insurance
products. There were no significant changes in the nature of the Group's principal
activities during the year.

2.  Results and dividends

The Group’s net profit in 2004 and the state of affairs of the Company and the
Group at that date are set out in the financial statements on pages 85 to 154,

The directors recommend the payment of a final dividend of RMB14 cents per share
in respect of the year at a dividend pay-out ratio of 27.8%, to shareholders on the
register of members on June 23, 2005. This recommendation has been incorporated
in the consolidated financial statements as an allocation of retained profits within
the capital and reserves section of the balance sheet.

3. Use of proceeds from the Company’s initial public offering

The net proceeds from the Company’s issue of new shares at the time of its listing
on the Hong Kong Stock Exchange in June 2004, after deduction of related issuance
expenses, amounted to approximately RMB13,279 million. As of December 31, 2004,
the net proceeds were used, as stated in the prospectus of the Company, for
general corporate purposes and improvement of business operations. The proceeds
form part of the Group’s liquid capital and were invested in accordance with relevant
regulations of the PRC industry regulators, as appropriate.

4. Summary financial information

A summary of the published results, assets and liabilities of the Group for the iast
four financial years, as extracted from the audited consclidated financial statements
and reclassified as appropriate, is set out on page 3 in the annual report.

5. Reserves

Details of movements in the reserves of the Company and the Group during the
year are set out in note 33 to the consolidated financial statements and in the
consolidated statement of changes in equity, respectively.

6. Charitable donations

Charitable donations made by the Company during 2004 totaled RMB2 million.
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10.

11.

12.

Property, plant and equipment and investment properties

Details of movements in the property, plant and equipment and investment properties
of the Group during the year are set out in notes 26 and 21, respectively, to the
consolidated financial statements.

Share capital

Details of movements in the Company’s share capital for the year ended December
31, 2004, together with the reasons therefor, are set out in note 32 to the
consolidated financial statements.

Pre-emptive rights

There are no provisions regarding pre-emptive rights under the PRC Company Law
or the Articles of Association, which would oblige the Company to issue new shares
10 its existing shareholders in proportion to their existing shareholdings.

Purchase, redemption or sale of listed securities of the Company

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any
of the Company’s listed securities during the year.

Distributable reserves

As of December 31, 2004, the Company's reserves available for distribution, calculated
in accordance with the refevant regulations, totaled RMB2,867 million, of which
RMB867 million has been proposed as a final dividend for the year. In addition, the
Company's capital reserve and revenue reserve fund, in the amount of RMB19,244
million, may be distributed by a future capitalization issue.

Major customers and suppliers

In the year under review, gross written premiums, policy fees and premium deposits
from the Group's five largest customers accounted for less than 30% of the total
gross written premiums, policy fees and premium deposits for the year.

None of the directors of the Company or any of their associates or any shareholders
(which, to the best knowledge of the directors, own more than 5% of the Company's
issued share capital) had any beneficial interest in the Group's five largest customers.




13. Directors and Supervisors

The directors of the Company during the year were as follows:

Date of
Name Appointment as Director
Executive Directors
MA Mingzhe March 21, 1988
SUN Jianyi March 29, 1995
Non-Executive Directors
LI Heihu December 24, 1999 (resigned on
December 10, 2004)
GAQ Le April 25, 2001 (resigned on
November 4, 2004)
HUANG Jianping May 30, 2002
LIU Haifeng David May 30, 2002
Henry CORNELL October 26, 1998
LIN Yu Fen October 8, 2002
CHEUNG Lee Wah October 8, 2002
Anthony Philip HOPE November 25, 2002
YIP Dicky Peter November 25, 2002
LIN Lijun May 16, 2003
FAN Gang May 16, 2003
DOU Wenwei May 16, 2003
SHI Yuxin October 10, 2003
HU Aimin March 9, 2004

Independent Non-Executive Directors

BAQ Youde September 27, 1995
KWONG Che Keung May 16, 2003
Gordon

CHEUNG Wing Yui May 16, 2003
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The Supervisors of the Company during the year were as follows:

Date of

Appointment
Name Age Position as Supervisor
XIAO Shaolian 71 Independent Supervisor August 3, 1994
SUN Fuxin 67 Independent Supervisor May 16, 2003
CHEN Shangwu 71 Independent Supervisor August 3, 1994
DUAN Weihong 36  Supervisor May 16, 2003
ZHOU Fulin 4?2 Supervisor May 16, 2003
CHEN Bohai 28 Supervisor May 16, 2003
SONG Liankun 66  Supervisor May 16, 2003
HE Peiquan 70 Supervisor April 30, 1998
HE Shi 40 Supervisor May 16, 2003

There were no changes to the directors and supervisors from January 1, 2005 to the
date of the annual report.

The Company has received annual confirmations of independence from Messrs. BAO
Youde, KWONG Che Keung Gordon and CHEUNG Wing Yui, and as of the date of
the annual report still considers them to be independent non-executive directors as
defined under the Hong Kong Listing Rules.

14. Biographical details of Directors, Supervisors and members of the
Senior Management

Biographical details of directors, supervisors and members of the senior management
as at the date of the annual report are set out from pages 14 to 25 of the annual
report.

15. Directors’ and Supervisors’ service contracts and remuneration

On May 10, 2004, our Company entered into a service contract with each of the
executive directors for a term of three years. The service contracts for the executive
directors are subject to termination by either party giving not less than six months’
written notice to the other party. Pursuant to the Articles of Association, the
remuneration of the directors and supervisors will be determined by the shareholders
of the Company in shareholders’ general meetings.

Apart from the foregoing, no director or supervisor proposed for re-election at the
forthcoming annual general meeting has a service contract with the Company which
is not terminable by the Company within one year without payment of compensation
other than statutory compensation.

Details of remuneration of the directors and supervisors for the year ended December
31, 2004 are set out in note 45 to the consolidated financial statements.

16. Directors’ and Supervisors’ interests in material contracts

None of the directors or the supervisors had a material interest, directly or indirectly,
in any contract of significance to the business of the Group to which the Company
or any of its subsidiaries was a party during 2004.
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17.

18.

19.

Directors’ and Supervisors’ interests and short positions in shares

As of December 31, 2004, none of the directors or supervisors had registered an
interest or short position in the shares or underlying shares of the Company or any
of its associated corporations that was required to be recorded pursuant to section
352 of the Hong Kong Securities and Futures Ordinance (“SFO”) or as otherwise
notified to the Company and the Hong Kong Stock Exchange pursuant to the “Model
Code for Securities Transactions by Directors of Listed Issuers”.

Directors’ and Supervisors’ right to acquire shares

At no time during the year were rights to acquire benefits by means of the acquisition
of shares in or debentures of the Company granted to any directors, supervisors or
their respective spouse or minor children, or were any such rights exercised by
them; or was the Company, or any of its subsidiaries a party to any arrangement to
enable the directors or supervisors to acquire such rights in any other body corporate.

Directors’ and Supervisors’ interests in a competing business

During 2004 and up to the date of the annual report, the following director is
considered to have interests in a business which competes or is likely to compete,
directly or indirectly, with the business of the Group, as defined in the Hong Kong
Listing Rules, as set out below:

Mr. Anthony Philip HOPE, a non-executive director of the Company, is also a director
of each of HSBC Medical Insurance Limited and HSBC Insurance (Asia) Limited,
which are authorized by the Hong Kong Insurance Authority to conduct long-term,
property and casualty and composite insurance business in Hong Kong, respectively.

As Ping An Hong Kong, a subsidiary of the Company, is authorized by the Hong
Kong Insurance Authority to conduct property and casualty insurance business, the
respective authorized insurance business of HSBC Insurance (Asia) Limited and HSBC
Medical Insurance Limited has, to a certain extent, overlapped and thus may compete
with those of Ping An Hong Kong.

Save as disclosed, none of the directors has any competing interest in a business,
which competes or is likely to compete, either directly or indirectly, with the Group's
business.
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20.

Substantial shareholders’ and other persons’ interests and short
positions in shares and underlying shares

As of December 31, 2004, the following persons (other than the directors and
supervisors of the Company) had interests in the shares of the Company as recorded
in the register required to be kept by the Company pursuant to Section 336 of the

SFO:

Name of Substantial
Shareholder

Shenzhen Investment Holdings
Co., Ltd.

China Ping An Trust &
Investment Ca., Ltd.
Labor Union

Ping An Securities
Company Ltd.
Labor Union

Shenzhen Jingao Industrial
Development Co., Ltd,

Ping An Insurance (Group)
Company of Ching, Ltd.
Labor Union

Shenzhen New Horse Investment
Development Co., Ltd.

Yuan Trust Investment
Company Ltd.

Capital China Group Limited

Shenzhen Shum Yip Investment
Company Ltd.

Guangzhou Hengde Trade
Development Co., Ltd.

Capacity

Beneficial owner

Interest of controlled
carporations

Interest of controlled
corporations

Interest of controlled
corporations
Beneficial owner

Interest of controlled
corporations

Beneficial owner

Beneficial owner

Beneficial owner

Beneficial owner

Beneficial owner

Notas

No. of
Domestic
Shares

543,181,445

479,117,788

479,117,788

148,000,000

331,117,788

479,117,788

389,592,366

389,592,366

380,000,000

332,526,844

301,585,684

200,000,000

Nature of
interest

Long position*

Long position*

Long position*

Long position*

Long position*

Long position*

Long position*

Long position*

Long position*

Long position*

Long position*

Percentage of Percentage

total number
of Domestic
Shares in issue
(%)

14.94

13.18

10.45

8.9

5.0

of total
shares
in issue
{%)

8.77

1.13

713

239
534
773

6.29

6.29

5.37

487

3.3




Percentage of Percentage

No. of total number  of total

Name of Substantial Domestic  Nature of of Domestic shares

Shareholder Capacity Notes Shares Interest Shares inissue i issue

(%) {%)

Li Siu Nam Interest of controlled 3 200,000,000 Long position* 5.50 3.23
corporations

Wuhan Wuxin Industrial Beneficial owner 195,455,920  Long position* 5.37 3.16

Co., Ld

Percentage Percentage

of total  of total

Name of Substantial No. of Nature of number of H shares

Shareholder Capacity Notes  H Shares Interest Shares in issue in issue

(%) (%)

HSBC Insurance Holdings Beneficial owner 4 618,886,334 Long position* 2419 9.99

Limited

HSBC Holdings plc Interest of controlled 4 618,886,334 Long position* 2419 9.99
corporatians

The Goldman Sachs Group, Inc.  Interest of controlled  5&6 1,500,000 Longpositién** 0.06 0.02

corporations 408,832,182  Long position* 15.98 6.60

410,382,182 16.04 5.62

GS Capital Partners (Asia), LP Beneficial owner 5 213,347,476 Long position* 834 344

GS Advisors, LL.C Interest of controlled 5 310,901,538  Long position® 12,15 5.02
corporations

Morgan Stanley Interest of controlled 710 15 335,519,389  Long position*® 13.11 5.4

carporations 25,298,499  Short position 0.99 0.41

Morgan Stanley Leveraged Interest of controlled 11 289,375,848  Long position* 11.31 4.67
Equity Fund Il Inc. corporations

Morgan Stanley Leveraged Interest of controlled 11 289,375,848  Long position* 11.31 4.67
Equity Fund Il, L.P. corporations

MSCP/PA Holdings Limited Interest of controlled 11 289,375,848  Long position* 11.31 4.67
(Cayman Islands company) corporations

MSCP/PA Holdings Limited Beneficial owner 11 289,375,848  Long position* 1131 4,67

{Mauritius company)

Long position* represents long position other than through equity derivatives.
Long position** represents long position via physically settled unlisted securities.
Short position represents short position via physically settled unlisted securities.
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Notes:

(n Shenzhen Jiangnan Industrial Development Co., Ltd., holding 148,000,000 shares, was
owned as to 69.11% by Shenzhen Jingao Industrial Development Co., Ltd. which in turn
was owned as to 80% and 20% by Ping An Securities Company Ltd. Labor Union and
China Ping An Trust & Investment Co., Ltd. Labor Union respectively. The interest in
479,117,788 shares relates to the same block of shares in the Company.

(2) Shenzhen New Horse Investment Development Co., Ltd. was owned as to 95% by Ping An
Insurance (Group) Company of China, Ltd. Labor Union. The interest in 389,592,366 shares
relates to the same block of shares in the Company.

(3) Guangzhou Hengde Trade Development Co., Ltd. was 90% owned by Li Siu Nam. The
interest in 200,000,000 shares relates to the same block of shares in the Company.

(4) HSBC Insurance Holdings Limited was a wholly owned subsidiary of HSBC Holdings plc and
its interest in 618,886,334 shares of the Company was deemed to be the interest of HSBC
Holdings plc.

(5) GS Capital Partners (Asia) LP holding 213,347,476 shares in the Company was a controlled
corporation of and owned as to 1% by GS Advisors, L.L.C., which in turn was a wholly
owned subsidiary of The Goldman Sachs Group, Inc. GS Capital Partners Offshore {Asia) LP
and GS Capital Partners. LP, holding 35,373,746 and 62,180,316 shares in the Company,
respectively, were controlled corporations of and owned as to 1% by GS Advisors, L.L.C.
The interests of GS Capital Partners (Asia) LP, GS Capital Partners Offshore (Asia) LP and GS
Capital Partners LP in a total of 310,301,538 shares have been included as the interest of
GS Advisors, L.L.C. and part of the interest of The Goldman Sachs Group, Inc.

(6) Besides (5) above, The Goldman Sachs Group, Inc. also held interest in the Company by
virtue of its control over the following corporations:

Percentage of

Name of ownership in

Controlled Corporation controlled corporation No. of Shares
Goldman Sachs (Asia) Finance 100 2,992,000
Goldman, Sachs & Co. 100 1,667,500
Goldman Sachs International 100 67,013,500
Stone Street Fund 1994, LP 1.00 13,584,034
Bridge Street Fund 1894, LP 0.03 14,223,610

7) Morgan Stanley Dean Witter Hong Kong Securities Limited ("HKSL") was a wholly owned
subsidiary of MSDW Asia Securities Products L.L.C., which in turn was wholly owned by
Morgan Stanley Dean Witter (Hong Kong) Holdings Limited. Morgan Stanley Asia Pacific
(Holdings) Limited, holding 100% of Morgan Stanley Dean Witter (Hong Kong) Holdings
Limited, was owned as to 90% by Morgan Stanley International Holdings Inc. Morgan
Stanley held 30% interest in Morgan Stanley International Holdings Inc. HKSL's long position
in 38,089 shares and short position in 80,000 shares were included as part of the interest
and short position of Morgan Stanley.

(8) Morgan Stanley Investment Management Company was wholly owned by Morgan Stanley
Dean Witter {Singapore) Holdings Pte Ltd., which in turn was wholly owned by Morgan
Stanley Asia Regional (Holdings) Il L.L.C.. Morgan Stanley Asia Pacific (Holdings) Limited
owned 100% interest in Morgan Stanley Asia Regional (Holdings) Il L.L.C. The 27,181,037
shares held by Morgan Stanley Investment Management Company was included as the
interest of Morgan Stanley.
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Morgan Stanley Asset & Investment Trust Management Co., Limited was wholly owned by
Maorgan Stanley International Incorporated, which was in turn 30% owned by Morgan
Stanley. The interest of Morgan Stanley Asset & [nvestment Trust Management Co., Limited
in 274,000 shares was included as the interest of Maorgan Stanley.

Morgan Stanley & Co International Limited holding a long position in 14,227,408 shares
and a short position in 22,070,499 shares of the Company was wholly owned by Morgan
Stanley UK Group. Morgan Stanley Group (Europe), holding 100% of Morgan Stanley UK
Group, was owned as to 98.3% by Morgan Stanley International Limited. Morgan Stanley
International Incorporated owned 100% interest in Morgan Stanley International Limited.
The said interest and short position of Morgan Stanley & Co International Limited were
included as the interest and short position of Morgan Stanley.

MSCP/PA Holdings Limited (Mauritius company) was wholly owned by MSCP/PA Holdings
Limited (Cayman lIslands company), which in turn was owned as to 51.6% by Morgan
Stanley Leveraged Equity Fund I, L.P. Morgan Stanley held 100% interest in Morgan Stanley
Leveraged Equity Fund I, Inc., which held 9% of Morgan Stanley Leveraged Equity Fund Il
L.P.

The interest of MSCP/PA Holdings Limited (Mauritius company) in 289,375,848 shares was
included as the interest of MSCP/PA Holdings Limited (Cayman Islands company), Morgan
Stanley Leveraged Equity Fund Il, L.P., Morgan Stanley Leveraged Equity Fund I, Inc. and
Morgan Stanley respectively.

MSDW Equity Finance Services | (Cayman) Limited ("S1") was wholly owned by MSDW
Offshore Equity Services Inc., which was in turn wholly owned by Morgan Stanley. SI's long
position in 1,948,000 shares and short position in 1,348,000 shares were included as the
interest and short position of Morgan Stanley.

Morgan Stanley Swiss Holdings GmbH, holding 1,450 shares of the Company, was wholly
owned by Morgan Stanley International Incorporated. The interest of Morgan Stanley Swiss
Holdings GmbH in 1,450 shares was included as the interest of Morgan Stanley.

Morgan Stanley Capital Services Inc., wholly owned by Morgan Stanley, held 261,763
shares in the Company. The said interest was included as the interest of Morgan Stanley.

Morgan Stanley & Co. Incorporated, holding & long position in 2,211,794 shares and a
short position in 1,200,000 shares, was a wholly owned subsidiary of Morgan Stanley. The
said interest and short position were included as the interest and short position of Morgan
Stanley.

There was no person who was entitled to exercise or control the exercise of 10% or
more of the voting power at any general meeting of the Company.

Save as disclosed above, the Company is not aware of any other person (other than
the directors and supervisors of the Company) having any interests or short positions
in the shares and underlying shares of the Company as at December 31, 2004 as
recorded in the register required to be kept by the Company pursuant to Section
336 of the SFO.
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21. Continuing connected transactions

[(n 2004, the Company and the Group had the following continuing connected
transactions:

1. Bank Deposits Arrangements with HSBC

The Group maintains bank balances with HSBC on normal commercial terms
in the ordinary course of business. interest is accrued on such bank balances
at normal commercial rates. HSBC is a connected person of the Company as
it is a substantial shareholder of Ping An Bank Limited, a 72.46% owned
subsidiary of the Company.

As of December 31, 2004, the aggregate bank balances maintained by the
Group with HSBC was approximately US$361 million.

2. Bancassurance Arrangement with {CBC

The Company and industrial and Commercial Bank of China ("ICBC") entered
into a cooperation agreement in respect of insurance agency services
("Bancassurance Agreement”) on August 6, 2001 on normal commercial terms
in the ordinary course of business. Pursuant to the Bancassurance Agreement,
(i) ICBC agreed to provide insurance agency services to the Group through its
branches and other channels for the insurance products of the Group, which
include marketing insurance products and collecting premiums, and (ii) specific
agreements have been and will continue to be entered into between the
respective branches of the Company and ICBC in respect of the particular
terms of the bancassurance products, the implementation of the services and
the determination and payment of the agency fees. ICBC was a promoter of
the Company at the time when the Company was established.

In 2004, the aggregate agency fees, which were determined at a fixed
percentage of the net premiums, paid by the Group to ICBC in respect of the
insurance agency services pursuant to the specific agreements entered into
between the respective branches of the Group and ICBC was approximately
RMB45 million.

3. Bank Deposits Arrangements with {CBC

The Group maintains term deposits and bank balances in Renminbi, Hong
Kong doltars and US dollars with ICBC or Industrial and Commercial Bank of
China (Asia) Limited (“ICBC (Asia)"), a subsidiary of ICBC, on normal
commercial terms in the ordinary course of business in order to generate
interest returns.

As of December 31, 2004, the aggregate bank deposits maintained by the
Group with ICBC and ICBC (Asia) in all kinds of currencies amounted to
approximately RMB10,057 million.
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23.

In respect of the above continuing connected transactions entered into by the Group,
the Hong Kong Stock Exchange, on application by the Company, granted the
Company a waiver from strict compliance with the announcement and independent
shareholders' approval requirements of the Hong Kong Listing Rules in respect of
continuing connected transactions.

In the opinion of the independent non-executive directors, after having reviewed
the above continuing connected transactions, such transactions were entered into
by the Group:

1. in the ordinary and usual course of its business;

2. on normal commercial terms or on terms no less favorable to the Group than
terms available to or from (as appropriate) independent third parties; and

3. in accordance with the terms of agreements governing them on terms that
are fair and reasonable so far as the shareholders of the Company are
concerned and in the interests of the shareholders of the Company as a
whole.

The Company has received a letter from the auditors stating that the above connected
transactions:

1. have received the approval of the board of directors;

2. have been entered into in accordance with the relevant agreements governing
such transactions; and

3. have not exceeded the upper limits set out below in 2004:

i. bank deposits arrangements with HSBC: US$2,336 million on any given
day;

ii. bancassurance arrangement with ICBC: RMB150 million; and

ii. bank deposits with ICBC and its associate: RMB24,900 million on any
given day.
Board Committees

The Company has established an audit committee, a remuneration committee and a
nomination commitiee. For details regarding these board committees, please see
the relevant sections in the Corporate Governance Report in the annual report.

Post balance sheet events

Details of the significant post balance sheet events of the Group are set out in note
49 to the consolidated financial statements.
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24. Code of Best Practice of Appendix 14 of the Hong Kong Listing Rules

So far as the board of directors are aware, for the period commencing from June
24, 2004 (the date on which the H shares of the Company were listed on the Hong
Kong Stock Exchange) to December 31, 2004, the Company has complied with the
Code of Best Practice of the Hong Kong Listing Rules which was in force prior to
January 1, 2005.

25. Auditors

Ernst & Young and Ernst & Young Hua Ming were the international and PRC auditors,
respectively, to the Company for the year ended December 31, 2004. A resolution
for the re-appointment of Ernst & Young as the international auditors and Ernst &
Young Hua Ming as the PRC auditors to the Company will be proposed at the
forthcoming Annual General Meeting on June 23, 2005.

By order of the Board of Directors

Ma Mingzhe
Chairman

Shenzhen, PRC
April 18, 2005
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To all Shareholders,

During the reporting period, the supervisory committee has duly carried out its supervisory
duties in a stringent manner and adhered to the principle of fairness and honesty to
effectively protect the interests of the Company and its shareholders in accordance with
the relevant provisions of the Company Law of the PRC and the Company's Articles of
Association.

The supervisory committee currently consists of nine members. During the reporting period,
the supervisory committee convened one financial review meeting and two supervisory
committee meetings. In September and Qctober 2004, certain members of the supervisory
committee, together with the Company’s representatives of independent non-executive
directors, conducted research and investigations over the branches in Guizhou Province
and Hubei Province of Ping An Property & Casualty Insurance Company of China, Ltd. and
Ping An Life Insurance Company of China, Ltd., and provided a special investigation report
and recommendations for improvement. During the reporting period, members of the
supervisory committee attended the 2003 shareholders’ general meeting and the
extraordinary general meeting of the Company and four meetings of the board of directors.
Through the above work, the supervisory committee carried out supervision over the
performance of the Company’s directors and senior management. This has ensured the
continuous, stable and healthy development of the Group.

The 2004 Supervisory Committee Financial Review Meeting was held on April 15, 2005,
during which the supervisory committee considered and reviewed the Group’s 2004 Financial
Review Report as well as the Feedbacks to the Questions and Recommendations in the
Supervisory Committee Investigation Report, and reviewed and approved (i) the 2004
financial statements and a preliminary draft of the audit report which were prepared in
accordance with the PRC Generally Accepted Accounting Principles and (ii) the 2004 financial
statements and a preliminary draft of the audit report which were prepared in accordance
with the International Financial Reporting Standards. The supervisory committee is of the
view that the financial statements have been prepared in accordance with the relevant
accounting standards, the accounting policies have been consistently applied and the
statements truly and fairly reflects the financial condition and results of operations of the
Group. The fifth meeting of the fourth supervisory committee was held on April 18, 2005,
during which the Report of the Supervisory Committee, Proposal for the Increase of Annual
Fees of Independent Supervisors, the 2004 Report on the Implementation of Internal
Controls and the 2004 Report on the Anti-Corruption Campaign were reviewed and
approved.

Tines LidsAnn




RESPOUIL UL UIC SUpCivIidUTY CONTITTHLLECS

The supervisory committee concluded that, during the reporting period, all members of
the board af directors, the chief executive officer and other senior management had,
under the principles of diligence, fairness and honesty, duly performed the responsibilities
stipulated in the Company's Articles of Association, carefully implemented each resolutions
of the General Meeting and the Board of Directors, and faithfully acted on the principles
of maximizing the Group’s value as well as the shareholders’ best interests. They had
spared no efforts in furthering the development of the Group, neither had they breached
any laws, regulations and the Articles of Association of the Company nor done any acts
which would prejudice the interests of the shareholders.

In the coming year, the supervisory committee shall broaden its scope of duties, put more
efforts on strengthening its supervision, continue to explore new effective ways of
supervision, and work for maximizing the Group's value and protecting all shareholders’
best interests.

By order of the Supervisory Committee

Xiao Shaolian
Chairman of the Supervisory Committee

Shenzhen, PRC
April 18, 2005
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The Company is committed to achieving high standards of corporate governance and
believes that sound corporate governance is essential for the Company to maximize
shareholders’ value. In order to uphold a high standard of corporate governance, the
Company has maintained a dedicated, professional and accountable board of directors.
and an internationally recognized senior management team. The Company's corporate
governance structure includes the board of directors and the supervisory committee,
members of which are elected through shareholders’ general meetings. The Company has
also established three committees under the board of directors, namely the audit committee,
the remuneration committee and the nomination committee. In addition, we have also
established a number of management committees including, among others, an investment
management committee, a budget committee and a risk management committee under
the executive committee which is established under the board of the directors of our
Company.

THE BOARD OF DIRECTORS

The board of directors is responsible for the management of the Company and accountable
to the shareholders for their entrusted assets and resources. The principal responsibilities
of the board of directors include, among others,

] reviewing and approving the Group’s annual budgets, financial statements and
monitoring the Group’s performance,

. formulating the Group's overall strategies, business plans and investment proposals
as well as supervising the management's performance, and

. ensuring the Group’s compliance with relevant laws and regulations.

There are currently fifteen non-executive directors, three of whom are independent non-
executive directors. None of our independent non-executive directors has any business or
financial interests with the Company or its subsidiaries, and each of our independent non-
executive directors has confirmed their independence to the Company. Furthermore, these
individuals are precluded from assuming executive positions in the Company. Independent
non-executive directors owe a fiduciary duty to the Company and its shareholders and, in
particular, are entrusted with the responsibility of protecting the interests of minority
shareholders. They serve as an important balancing factor in the policy making process of
the board of directors and represent a crucial element of corporate governance. In addition,
their broad experience in business and finance is vital to the successful development of the
Company. During 2004, the independent non-executive directors expressed their views
and opinions at meetings of the board of directors in relation to a number of matters
which were of concern to the shareholders and the Company as a whole.

During 2004, the board of directors held six full board meetings. All such meetings were
convened in accordance with the Articles of Association.
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BOARD COMMITTEES
Audit Committee

The primary duties of the audit committee are to review and supervise the Company’s
‘financial reporting process. The audit committee is also responsible for reviewing the
auditor’s appointment, the auditor's remuneration and any matters relating to the
termination of the appointment of resignation of the auditors. In addition, the audit
committee also examines the effectiveness of the Company’s internal controls, which
involve regular reviews of the internal controls of various corporate structures and business
processes on a continuous basis, and takes into account their respective potential risk and
urgency, to ensure the effectiveness of the Company's business operations and the
realization of its corporate objectives and strategies. The scope of such examinations and
reviews include finance, operations, regulatory compliance and risk management. The
audit committee also reviews the Company’s internal audit plan, and submits relevant
reports and recommendations to the board of directors on a regular basis.

During 2004, the audit committee held three meetings. All these meetings were convened
in accordance with the Articles of Association. The audit committee comprises two
independent non-executive directors and one non-executive directors, all of whom are not
involved in the day-to-day management of the Company.

Remuneration Committee

The primary duty of the remuneration committee is to advise the board of directors in
relation to the compensation of the Company's chief executive officer and executive
directors. In addition, the remuneration committee conducts reviews of the performance,
and determines the compensation structure, of our senior management. Meetings of the
remuneration committee are held when necessary. During 2004, the remuneration
committee held three meetings.

Nomination Committee

The primary duty of the nomination committee is to review, advise and make
recommendations to our board of directors regarding candidates to fill vacancies on our
board of directors. Meetings of the nomination committee are held when necessary. During
2004, the nomination committee held one meeting.

Composition of the committees of the Board of Directors
Audit Committee
Chairman:  KWONG Che Keung Gordon

Members:  KWONG Che Keung Gordon, BAO Youde and Anthony Philip HOPE

Remuneration Committee
Chairman:  CHEUNG Wing Yui

Members:  CHEUNG Wing Yui, KWONG Che Keung Gordon, BAO Youde, CHEUNG Lee
Wah, Henry CORNELL and LIN Haifeng David

Nomination Committee

Chairman: BAO Youde

Members:  BAQ Youde, CHEUNG Wing Yui, KWONG Che Keung Gordon, MA Mingzhe
and SUN Jianyi
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MANAGEMENT COMMITTEES

In addition to the three board committees, we have alsc established an executive committee
which is the highest execution authority under the board of directors of our Company. The
primary duty of the group executive committee is to review business report, the policy in
relation to investment and profit distribution and the Company's management policy,
development plan and resources allocation. The group executive committee is also
responsible for making management decision in relation to matters such as the material
development strategies, business plans, financial systems and major promotions. In addition,
the group executive committee is also responsible for reviewing the business plan of the
subsidiaries of the Company and to evaluate the financial performance of the subsidiaries.

We have also established three special management committiees under the executive
committee, namely, an investment management committee, a budget committee and a
risk management committee.

The investment management committee oversees the investment-related operations of our
Company and monitors the investment risk and prepares the relevant internal policy. The
investment management committee is also responsible for preparing the Group’s investment
management policy and investment strategies. The investment management committee
also formulates the Group's investment risk management policy and reviews the pricing
policy of new products. The investment management committee is currently composed of
ten members with the chairman being the chief investment officer of the Company.

The budget committee conducts reviews of our strategic planning and the operating budgets
prepared by each of our business units, formulates the development strategy, annual
operating budget and business plan for the Company as well as each of our business units.
In addition, the budget committee also monitors the implementation of our development
strategy, annual budget and business plan. The budget committee is currently composed
of eleven members with the chairman being the chief financial officer of the Company.

The risk management committee is responsible for identifying and reviewing the major
area of risk across the Group and all of our operating principals, and for approving, and
ensuring compliance with key financial, insurance, investment and operational risk
management policies. The risk management committee is currently composed of five
members with the chairman being the chief operating officer of the Company.

THE SUPERVISORY COMMITTEE

The primary functions and powers of the supervisory committee include, among others,

L verifying financial reports and other financial information which have been prepared
by the board of directors and which are proposed to be presented at the shareholders’
meetings;

. examining the Company's financial affairs; and

. monitoring compliance of directors, chief executive officer and other members of

senior management of the Company with applicable laws, administrative regulations
and the Articles of Association.

There are currently nine supervisors, three of whom are independent supervisors.
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CONSOLIDATED RESULTS

The following is a summary of the consolidated results of the Group.

For years ended December 31, (in RMB million) 2004 2003
Total revenue 63,251 66,623
Total claims, policyholders’ benefits and expenses {59,504) (63,807)
Operating profit 3,747 2,816
Net profit attributable to shareholders 3,116 2,320

The following table sets forth the breakdown of our net profit by business segment:

For years ended December 31, (in RMB million) 2004 2003
Life insurance 2,704 1,950
Property and casualty insurance 217 96
Other businesses 195 274
Net profit attributable to shareholders 3,116 2,320

Ping An achieved record earnings in 2004, Net profit attributable to shareholders increased
34.3% to RMB3,116 million in 2004 from RMB2,320 million in 2003, This increase was
primarily due to the better performance from our core life insurance and property and
casualty insurance businesses, which accounted for approximately 86.8% and 7.0%
respectively of our net profit. Net profit for our life insurance business increased 38.7% to
RMB2,704 million in 2004 from RMB1,950 million in 2003. Results for our property and
casualty insurance business improved significantly and its net profit increased 126.0% to
RMB217 million in 2004 from RMB96 million in 2003.
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Factors attributing to our improved performance include improved product mix of our life
insurance business, significant growth for our property and casualty insurance business
and our continued cost control initiatives. The improvement in our operating results was
partially offset by lower total investment yield due to the poor performance of the PRC
equity markets.

As a result of our record performance, earnings per share increased to RMB0.56 in 2004
from RMBO0.47 in 2003. Dividend per share paid during the year increased to RMB0.12 in
2004 from RMB0.10 in 2003.

For years ended December 31, (in RMB) 2004 2003
Earnings per share - basic 0.56 0.47
Dividends per share 0.12 0.10

CONSOLIDATED INVESTMENT INCOME

For years ended December 31, 12004 2003
(in RMB million, except percentages)

Interest income 6,738 5.780
Dividend income 393 69
Operating lease income 130 99
Net investment income 7,261 5,948
Realized and unrealized gains/(losses) (773) 395
Total investment income 6,488 6,343
Net investment yield ' 4.1% 4.1%
Total investment yield 3.6% 4.5%
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Our net investment income increased 22.1% to RMB7,261 million in 2004 from RMB5,948
million in 2003. This increase was primarily due to an increase in our investment assets to
RMB201,444 million as of December 31, 2004 from RMB155,320 million as of December
31, 2003. Net investment yield remained unchanged at 4.1% in 2004.

QOur total investment income increased 2.3% to RMB6,488 million in 2004 from RMB6,343
million in 2003. Total investment income yield decreased to 3.6% in 2004 from 4.5% in
2003. This decrease was primarily due to the downturn in the PRC equity markets. As a
result, the realized and unrealized losses in 2004 were RMB773 million compared to
realized and unrealized gains of RMB335 million in 2003.

We continued to improve the asset allocation of our portfolio during the year in response
to the rising interest rate and the volatile equity markets. As a result, our bond investments
as a percentage of our total investment assets increased to 56.1% as of December 31,
2004 from 43.7% as of December 31, 2003. We were able to achieve 4.8% average rate
of return from our new bond investments in 2004 as the bond yield increased significantly.
In addition, our government bond investments, of which interest income enjoys tax
exemptions, as a percentage of our total bond investment portfolio increased to 62.4% as
of December 31, 2004 from 56.1% as of December 31, 2003. While the equity markets
can be volatile, we believe our investment strategy will allow us to achieve stable returns
and enhance our core net investment income. The following table presents our investment
portfolio allocations among the major categories of our investments.

As at years ended December 31, 2004 2003
(in RMB million, except percentages) Carrying % of Carrying % of
Value Total Value Total

Fixed maturity investments

Term deposits 80,320 39.9% 78,233 50.2%
Bond investmentst® 112,927 56.1% 68,177 43.7%
Other fixed maturity investments 675 0.3% 3,286 2.1%
Equity investments? 6,018 3.0% 4,891 3.1%
Investment properties 1,504 0.7% 1,333 0.9%
Total investments 201,444 100.0% 155,920 100.0%

o Bond investments include the carrying value of derivatives embedded with the host contracts.

@ Equity investments include equity investment funds, equity securities and investment in an associate.
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LIFE INSURANCE BUSINESS
Results of Operations

The following is a summary of the results of the life insurance business.

For years ended December 31, (in RMB million) 2004 2003
Gross written premiums and policy fees 49,899 55,043
Net earned premiums 48,972 53,806
Investment income 5,762 5,658
Other income 510 494
Totat revenue 55,244 59,958
Change in deferred policy acquisition costs 2,071 2,848
Claims and policyholders’ benefits (12,033) (10,826)
Increase in policyholders’ reserves (33,967) (40,417)
Commission expenses (4,577) (5,074)
General and administrative expenses (3,653) (4,007)
Other expenses (48) (233)
Total expenses (52,207) (57,709)
Income taxes (333) (299)
Net profit 2,704 1,850

e
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Gross Written Premiums, Policy Fees and Premium Deposits

For years ended December 31, (in RMB million) 2004 2003

Individual life

First year premiums and policy fees 7,628 9,023
First year universal life premium deposits 1,333 -
First year investment-linked premium deposits - 3

Total first year premiums, policy fees

and premium deposits 8,961 9,026
Renewal premiums and policy fees 28,321 25,594
Renewal investment-linked premium deposits 2,882 2,948

Total renewal premiums, policy fees

and premium deposits 31,203 28,542
Total gross written premiums, policy fees and
premium deposits 40,164 37,568
Bancassurance
First year premiums and policy fees 5,639 10,443
First year universal life premium deposits 81 -

Total first year premiums, policy fees
and premium deposits 5,720 10,443

Renewal premiums and policy fees 197 119

Total gross written premiums, policy fees
and premium deposits 5,917 10,562

Group insurance

Grass written premiums and policy fees 8,114 9,864
Investment-linked premium deposits 534 860

Total gross written premiums, policy fees
and premium deposits 8,648 10,724

Total life insurance

Gross written premiums and policy fees 49,899 55,043
Premium deposits 4,830 3,811

Total gross written premiums, policy fees
and premium deposits 54,729 58,854




Individual Life Business

Gross written premiums, policy fees and premium deposits for our individual life business
increased 6.9% to RMBA40,164 million in 2004 from RMB37,568 million in 2003. This
increase was primarily due to a 9.3% increase in renewal premiums, policy fees and
premium deposits to RMB31,203 million in 2004 from RMB28,542 million in 2003, which
was primarily due to our continued focus on regular premium products and an increase of
our customer persistency ratio.

Similar to the IFRS accounting treatment of our investment-linked products, a portion of
the premiums received from our universal life policies, which were launched in May 2004,
were recorded as premium deposits instead of gross written premiums. First year premium,
policy fees and premium deposits for our individual life business decreased slightly to
RMB8,961 million in 2004 from RMB9,026 million in 2003. This decrease was primarily
due to our on-going agency rationalization program. However, we witnessed an encouraging
trend as the first year premium, policy fees and premium deposits for our individual life
business increased 28.8% to RMB5,045 million in the second half of 2004 from RMB3,916
million in the first half of 2004. This increase was primarily due to the successful launch of
our universal life products.

Bancassurance Business

Gross written premiums, policy fees and premium deposits for our bancassurance business
decreased 44.0% to RMB5,917 million in 2004 from RMB10,562 million in 2003. This
decrease was primarily due to our decision to manage the growth of this business line to
preserve profit margin. As a result, first year premiums, policy fees and premium deposits
decreased 45.2% to RMB5,720 million in 2004 from RMB 10,443 million in 2003,

Group Insurance Business

Gross written premiums, policy fees and premium deposits for our group insurance business
decreased 19.4% to RMB8,648 million in 2004 from RMB10,724 million in 2003. This
decrease was primarily due to our decision to manage the product mix to improve the
profit margin of this business line. As a result of our product mix improvement, gross
written premiums and policy fees for our short-term group insurance business increased
8.7% to RMB1,450 million in 2004 from RMB1,334 million in 2003.

Investment Income

Net investment income for our life insurance business increased 21.7% to RMB6,517
million in 2004 from RMB5,356 million in 2003. This increase was primarily due to the
increase in investment assets to RMB180,993 million as of December 31, 2004 from
RMB143,371 million as of December 31, 2003. Net investment yield for our life insurance
business remained unchanged at 4.1% in 2004.
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Total investment income for our life insurance business increased 1.8% to RMBS5,762
million in 2004 from RMBS5,658 million in 2003. Total investment yield from our life
insurance business decreased to 3.7% in 2004 from 4.4% in 2003. This decrease was
primarily due to the volatile PRC equity markets in 2004. As a result, realized and unrealized
losses were incurred for our equity investment funds.

For years ended December 31, 2004 2003
(in RMB million, except percentages)

Net investment income 6,517 5,356
Net investment yield 4.1% ’ 4.1%
Total investment income 5,762 5,658
Total investment yield 3.7% 4.4%

Change in Deferred Policy Acquisition Costs

The change in deferred policy acquisition costs was RMB2,071 million in 2004 as compared
to RMB2,848 million in 2003. The smaller change in deferred policy acquisition costs was
primarily due to a flat growth in first year premiums, policy fees and premium deposits
from individual life products as well as an increase in amortization of deferred policy
acquisition costs.

Increase in Policyholders’ Reserves

This increase in policyholders’ reserves was RMB33,967 million in 2004 as compared to
RMB40,417 million in 2003. The smaller increase in policyholders’ reserves was primarily
due to (1) a decrease in gross written premiums attributable to our bancassurance and
group insurance businesses, (2) the increase in payment for policyholders’ benefits in 2004
and (3) the increase in sales of universal life products. A portion of the policyholders’
liabilities was recorded as policyholders’ contract deposits instead of policyholders’ reserves.

Claims and Policyholders’ Benefits

Claims and policyholders’ benefits increased 11.1% to RMB12,033 million in 2004 from
RMB10,826 million in 2003. Claims and policyholders’ benefits as a percentage of gross
written premiums and policy fees increased to 24.1% in 2004 from 19.7% in 2003. These
increases were primarily due to an increase in payments on annuities and surrenders of
insurance policies.

Policyholder dividends and provisions decreased 16.8% to RMB822 million in 2004 from
RMB988 miillion in 2003. This decrease was primarily due to the decrease in our investment
return for our participating life insurance products as a result of the poor performance of
the PRC equity markets in 2004,




The following table summarizes total expenses pursuant to claims, surrenders, annuities,
maturities, policyholders’ dividends and provisions, and interest credited to policyholders’
contract deposits.

For years ended December 31, (in RMB million) 2004 2003
Claims 2,545 2,714
Surrenders 3,866 3,010
Annuities 2,287 1,635
Maturities 2,506 2,479
Policyholders’ dividends and provisions 822 988
Interest credited to policyholders’ contract deposits 7 -
Total claims and policyholders’ benefits 12,033 10,826

Commission Expenses

For years ended December 31, 2004 2003

Commission expenses as a percentage of gross
written premiums, policy fees, and premium deposits 8.4% 8.6%

Commission expenses, which we paid primarily to our sales agents, decreased 9.8% to
RMB4,577 million in 2004 from RMB5,074 million in 2003. This decrease was primarily
due to the decrease in first year premiums from individual life insurance products in 2004
and the decrease in the overall gross written premiums and policy fees. Commission
expenses as a percentage of gross written premiums, policy fees, and premium deposits
decreased to 8.4% in 2004 from 8.6% in 2003.

General and Administrative Expenses

For years ended December 31, 2004 2003

General and administrative expenses as a percentage of
gross written premiums, policy fees and
premium deposits 6.7% 6.8%

General and administrative expenses decreased 8.8% to RMB3,653 million in 2004 from
RMB4,007 million in 2003. This decrease was primarily due to the lower sales in group
insurance and bancassurance products as well as our continued cost control initiatives.
General and administrative expenses as a percentage of gross written premiums, policy
fees and premium deposits decreased to 6.7% in 2004 from 6.8% in 2003.
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Income Taxes

For years ended December 31, 2004 2003

Effective tax rate 11.0% 13.3%

Income taxes increased 11.4% to RMB333 million in 2004 from RMB299 million in 2003.
This increase was primarily due to the increase in our operating profit. The effective tax
rate decreased to 11.0% in 2004 from 13.3% in 2003. These decreases were primarily due
to the increase in dividend income from equity investment funds and interest income from
government bonds, which were both entitled to certain tax exemptions.

Net Profit

As a result of the foregoing, net profit for our life insurance business increased 38.7% to
RMB2,704 million in 2004 from RMB1,950 million in 2003.

PROPERTY AND CASUALTY INSURANCE BUSINESS
Results of Operations

The following is a summary of the results of the property and casualty insurance business.

For years ended December 31, (in RMB million) 2004 2003
Gross written premiums 10,150 8,091
Net earned premiums 5,764 5,043
Investment income 244 303
Other income 1,172 878
Total revenue 7,180 6,224
Change in deferred policy acquisition costs 190 37
Claims expenses (4,440) (3,960)
Commission expenses (678) (602)
General and administrative expenses (1,742) (1,310)
Other expenses (78) 71
Total expenses (6,748) {(5,906)
Income taxes (215) (222)

Net profit 217 96




Combined Ratio

For years ended December 31, 2004 2003
Expense ratio 20.2% 21.2%
Loss ratio 77.0% 78.5%
Combined ratio 97.2% 99.7%

Gross Written Premiums

For years ended December 31, (in RMB million) 2004 2003
Automobile insurance 6,232 4,589
Non-automobile insurance 3,545 3,351
Accident and health insurance 373 151
Total gross written premiums 10,150 8,091

Gross written premiums increased 25.4% to RMB10,150 million in 2004 from RMB8,091
million in 2003. This increase in gross written premiums was primarily due to the significant
growth in all three principal lines of our property and casualty insurance businesses.

Automobile Insurance Business

Gross written premiums attributable to our automobile insurance business increased 35.8%
to RMB6,232 million in 2004 from RMB4,589 million in 2003, This increase was primarily
due to the continued increase in demand for automobiles in the PRC and the stabilization
of automobile insurance premium rates resulting from a decrease in price competition.

Non-automobile Insurance Business

Gross written premiums attributable to our non-automobile insurance business increased
5.8% to RMB3,545 million in 2004 from RMB3,351 million in 2003. This increase was
primarily due to increase in sales of commercial property insurance and cargo insurance.
Gross written premiums attributable to our commercial property insurance increased 9.9%
to RMB1,461 million in 2004 from RMB1,329 million in 2003. Gross written premiums
attributable to our cargo insurance increased 42.4% to RMB430 million in 2004 from
RMB302 million in 2003.

Accident and Health Insurance Business

We started offering accident and health insurance to our customers in April 2003. Gross
written premiums attributable to our accident and health insurance business increased
147.0% to RMB373 miltlion in 2004 from RMB151 million in 2003. This increase was
primarily due to a full year of sales reflected in 2004 as compared to only nine months
sales reflected in 2003 and our continued focus on promoting sales of this line of business
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Investment Income

Net investment income for our property and casualty business increased 13.5% to RMB295
million in 2004 from RMB260 million in 2003. This increase was primarily due to the
increase in investment assets to RMB7,579 million as of December 31, 2004 from RMB5,874
million as of December 31, 2003. Net investment yield for our property and casualty
business increased to 4.3% in 2004 from 4.1% in 2003. This was primarily due to increase
in the prevailing market interest rates.

Total investment income for our property and casualty insurance business decreased 19.5%
10 RMB244 million in 2004 from RMB303 million in 2003. Our total investment yield from
our property and casualty insurance business decreased to 3.6% in 2004 from 5.1% in
2003. These decreases were primarily due to the more volatile PRC equity markets in
2004. As a result, realized and unrealized losses were incurred from our eguity investment
funds.

For years ended December 31, 2004 2003
(in RMB million, except percentages)

Net investment income 295 260
Net investment yield 4.3% 4.1%
Total investment income 244 303
Total investment yield 3.6% 5.1%

Change in Deferred Policy Acquisition Costs

The change in deferred policy acquisition costs was RMB190 million in 2004 as compared
to RMB37 million in 2003. The larger change in deferred policy acquisition costs was
primarily due to the significant increase in gross written premiums for our property and
casualty business.

Claims

For years ended December 31, 2004 2003
(in RMB million, except percentages)

Automobile insuvrance 3,199 3,038
Non-automobile insurance 1,095 907
Accident & health insurance 146 15
Total claims 4,440 3,960
Loss ratio 77.0% 78.5%

Total claims increased 12.1% to RMB4,440 million in 2004 from RMB3,960 million in
2003. Qur loss ratio decreased to 77.0% in 2004 from 78.5% in 2003.
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Claims attributable to our automobile insurance business increased 5.3% to RMB3,199
million in 2004 from RMB3,038 million in 2003. This increase was primarily due to the
additional claims reserves being provided for compulsory third party insurance coverage.

Claims attributable to our non-automobile insurance business increased 20.7% to RMB1,095
million in 2004 from RMB907 million in 2003. This increase was primarily due to an
increase in claims paid resulting from typhoon damage.

Claims attributable to our accident and health insurance business increased to RMB146
milfion in 2004 from RMB15 million in 2003. This increase was primarily due to the

significant growth in sales of accident and health insurance products in 2004,

Commission Expenses

For years ended December 31, 2004 2003

Commission expenses as a percentage of
gross written premiums 6.7% 7.4%

Commission expenses increased 12.6% to RMB678 million in 2004 from RMB602 million
in 2003. However, as a percentage of gross written premiums, commission expenses
decreased to 6.7% in 2004 from 7.4% in 2003. This decrease was primarily due to the
lower commission rates paid to our life insurance agents who cross-sells property and
casualty products and our brokers.

General and Administrative Expenses

For years ended December 31, 2004 2003

General and administrative expenses as a percentage
of gross written premiums 17.2% 16.2%

General and administrative expenses increased 33.0% to RMB1,742 million in 2004 from
RMB1,310 million in 2003. As a percentage of gross written premiums, general and
administrative expenses increased to 17.2% in 2004 from 16.2% in 2003. These increases
were primarily due to the growth of our business.
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Income Taxes

For years ended December 31, 2004 2003

Effective tax rate 49.8% 69.8%

Income taxes decreased 3.2% to RMB215 million in 2004 from RMB222 million in 2003.
The effective tax rate decreased to 49.8% in 2004 from 69.8% in 2003. These decreases
were primarily due to an increase in dividend income from equity investment funds and
interest income from government bonds, which were both entitled to certain tax exemptions.

Net Profit

As a result of the foregoing, net profit from our property and casualty insurance business
increased 126.0% to RMB217 million in 2004 from RMB96 million in 2003,

TRUST BUSINESS

Results of Operations

For years ended December 31, (in RMB million) 2004 2003
Total revenue 102 125
Net profit 3 65

Total revenue from our trust business decreased 18.4% to RMB102 million in 2004 from
RMB125 million in 2003. Net profit from our trust business decreased to RMB3 million in
2004 from RMB65 million in 2003. This decrease was primarily due to an increase in
goodwill amortization expenses.

SECURITIES BUSINESS

Results of Operations

For years ended December 31, (in RMB million) 2004 2003M
Total revenue 288 291
Net profit 6 21

M Ping An Securities became a subsidiary of the Group with effect from Octaber 22, 2003. Prior to this
date, Ping An Securities was an associate of the Group. The results of Ping An Securities prior to
October 22, 2003 were consolidated into our Group's consaolidated results using the equity accounting
basis.
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Total revenue from our securities business decreased 1.0% to RMB288 million in 2004
from RMB291 million in 2003. Net profit from our securities business decreased to RMB6
miltion in 2004 from RMB21 million in 2003. These decreases were primarily due to the
poor performance of the PRC equity markets in 2004.

BANK BUSINESS

Results of Operations

For years ended December 31, (in RMB million) 2004 2003
Total revenue 10 3
Net profit 3 2

™ Ping An Bank became a subsidiary of the Group with effect from February 19, 2004. Ping An Bank’s
results for 2003 were not consolidated into our Group’s consolidated results.

Total revenue from our bank business increased to RMB10 million in 2004 from RMB3
million in 2003. Net profit from our bank business increased to RMB3 million in 2004.

LIQUIDITY AND FINANCIAL RESOURCES

Liquidity and financial resources are managed at the Group level on a consaclidated basis.
We are a holding company and, with the exception of investment management activities,
do not conduct any significant business operations on our own. As a result, we depend
upon dividends and distributions from our operating subsidiaries for substantially all of our
operating cash flows.

Liquidity for insurance companies generally refers to the ability of an insurance company
to generate adequate amounts of cash from insurance underwriting and investment
operations to meet payments for claims and policyholders’ benefits and operating needs.
The principal sources of funds generated by our insurance business are written premiums
and policy fees, interest and dividend income and proceeds from the sale or maturity of
our investments, while the major uses of these funds are to provide payments for claims
and policyholders’ benefits and other operating costs.

Net cash inflow from dperating activities decreased to RMB34,370 million in 2004 from
RMB35,178 million in 2003. This decrease was primarily due to a decrease in written
premiums and policy fees.

Net cash outflow from investing activities was RMB40,253 million.
Net cash inflow from financing activities was RMB13,120 million as compared to the net

cash outflow of RMB8,831 million in 2003. This was primarily due to proceeds received
from our initial public offering.
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In addition to cash and cash equivalents held by the Group, we have two additional
sources of liquidity. First, the Group held liquid investments for trading purposes. These
investments are listed or are traded in an active market and can be converted to cash
easily without incurring significant charges. Furthermore, the Group had access to short-
term borrowings.

The following table summarizes the carrying amount of liquid assets held by the Group:

For years ended December 31, (in RMB million) 2004 2003
Cash and cash equivalents 15,254 8,017
Held-for-trading investments 6,194 6,799

Total liquid assets 21,448 14,816

The management believes that the liquid assets currently held, together with net cash
generated from future operations, will enable the Group to meet the foreseeable cash
requirements.

CAPITAL STRUCTURE
Shareholders’ Equity and Short-term Borrowings

Shareholders’' equity increased to RMB28,253 million in 2004 from RMB12,552 million in
2003. This increase is primarily due to the net proceeds of RMB13,279 million received
from our initial public offering and an increase in net profit in 2004,

Short-term borrowings, represented by securities sold under agreements to repurchase,
increased to RMB601 million in 2004 from RMB200 million in 2003. Short-term borrowings
were used as part of the liguidity management for our daily operations. The Group has no
other significant loan arrangements besides these short-term borrowings.

Solvency Margin

The solvency margin ratio is a measure of capital adequacy for insurance companies. It is
calculated by dividing the actual sclvency margin by the statutory minimum solvency margin
requirement. Under the applicable CIRC regulations, PRC insurance companies are required
to maintain specified solvency margin ratios. As a general matter, the CIRC considers an
insurance company with a solvency margin ratio of 100% or higher to be financially
sound.




The following table sets forth the solvency margin ratios for our life insurance and property
and casualty insurance businesses:

Property and

Life insurance Casualty Insurance
For years ended December 31, 2004 2003 2004 2003
(in RMB million, except percentages)
Actual solvency margin 11,335 8,752 1,754 1,440
Minimum solvency margin 9,206 7,661 1,105 835
Solvency margin ratio 123.1% 114.2% 158.7% 172.5%

™ The above solvency margins as of December 31, 2003 have been restated in accordance with new
regulations promulgated by the CIRC in late 2004.
Contractual obligations and Other Commercial Commitments

The following table sets forth our aggregate contractual obligations and other commercial
commitments for the periods specified:

For years ended December 31, (in RMB million) 2004 2003
Contractual commitments 150 282
Operating lease commitments 799 676

RISK MANAGEMENT
Approach to Risk Management

Ping An regards risk management as a core discipline in our business practice. We are
dedicated to develop and maintain a risk management framework that governs the overall
infrastructure of the group’s operations.

Members of the Risk Management Committee include the Chief Operating Officer, the
Chief Actuarial Officer, the Chief Investment Officer, the Chief Internal Auditor and the
Finance Director. Meetings of the risk management committee are attended by top
management representatives from each core operation of the Group, including the Chief
Legal Officer and the Head of Group Information Technclogy.
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The committee meets on a quarterly basis to review the risk management progression. In
these meetings, the risk management structure and major risk management issues are
discussed on a macro level. Potential new corporate strategic objectives are evaluated for
their risk exposures, major risk events for the past quarter are evaluated and development
of new risk measurement techniques and risk control measures are presented and approved
for implementation. Major operation risk weaknesses noted from our internal audit reviews
and from external factors such as regulatory changes and accounting standards changes
are also reviewed. Appropriate responses are formulated for the risk topics discussed.
Lastly, the committee will review the appropriateness of measures implemented to address
risk topics raised in prior meetings. On a monthly basis, the risk management committee
meets to review the investment portfolio risk exposure report.

Insurance Product Risk

Insurance product risk is the risk of loss due to actual experience emerging differently than
what was assumed when the product was designed and priced, as a result of investment
returns, expenses, taxes, mortality and morbidity claims, and policyholder behavior.

The Group controls this risk closely through monitoring its product designing, pricing, and
actual claims experience. Product risk is also mitigated through the use of aggregate
retention limits through catastrophe reinsurance.

Asset and Liability Mismatching Risk

Asset and liability mismatching risk is the risk of loss due to the Group’s inability to match
its assets with its liabilities on the basis of both duration and investment return.

The Group's asset and liability management includes processes and models built to measure
the sensitivity of net income and shareholders’ equity under various deterministic interest
rate scenarios. The scenarios and assumptions used are reviewed and updated periodically.
Insights gained through the analysis are used to measure the risk exposures and capital
position of the Group.

Under the current regulatory and market environment, the Group is unable to invest in
assets with a duration of sufficient length to match the duration of its life insurance
liabilities. When the regulatory and market environment permits, the Group intends 1o
gradually lengthen the duration of its assets.

Market Risk

Market risk is the risk of potential loss that may result from changes in the value of a
financial instrument as a result of changes in interest rates, market prices, foreign currency
exchange rates and other market price-related factors. Under the current PRC regulatory
and market environment, there is a lack of financial instruments available for the Group to
hedge its market risk exposures efficiently. The Group controls its market risk exposures by
setting a maximum risk exposure for each class of assets. When setting these limits,
significant consideration is placed on the Group’s risk appetite and impact on the Group's
financial condition. These limits also take into account the Group's asset-liability
managemeni strategy.




The Group utilizes various technigues to quantify the market risk exposure, including
sensitivity analysis and Value-at-Risk (“VaR"”) computation. VaR is a summary statistical
measure that uses historical market prices and estimates the maximum loss over a target
horizon such that there is a low, pre-specified probability that the actual loss will be
larger. However, the utilization of the VaR technique under the current PRC market and
regulatory environment has its limitations due to the lack of reliable historical financial
data.

Market Risk - Interest Rate Risk

Fixed maturity securities held by the Group are exposed to interest rate risks. These
investments are substantially represented by bond investments that are recorded at fair
value in the balance sheet.

The Group uses sensitivity analysis to estimate its risk exposure. Interest rate sensitivity is
estimated by assuming a 50 basis points parallel shift in the bond yield curve.

As at December 31, 2004 (in RMB million) Interest rate risk

Bond investments held-for-trading and available-for-sale 444

Market Risk — Market Price Risk
Listed equity investments held by the Group are exposed to market price risks. These
investments are substantially represented by equity investment funds.

The Group uses the 10-day market price VaR technique to estimate its risk exposure.
Market price VaR is computed as (equity investment funds valued -at market price x
10-day worst market fluctuation at 99% level).

As at December 31, 2004 (in RMB million) Market price risk

Equity investments funds held-for-trading and available-for-sale 341

Market Risk - Foreign Currency Risk

Foreign currency denominated investments and cash assets held by the Group are exposed
to foreign currency risks. These assets include term deposits, cash and cash equivalents
held in foreign currency. To reduce foreign currency risk, the Group controls the amount
of foreign currency denominated assets held. The Group also chooses to hold assets in
foreign currencies that the Renminbi is pegged to.

The Group uses sensitivity analysis to estimate its risk exposure. Foreign currency risk
sensitivity is estimated by assuming a simultaneous and uniform 5% depreciation, against

the Renminbi, of all foreign currency denominated term deposits, cash and cash equivalents.

As at December 31, 2004 (in RMB million) Foreign currency risk

Foreign currency denominated term deposits, cash and cash equivalents 985
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Credit Risk

Credit risk is the risk of economic loss resulting from the failure of one of the Group's
obligors to make any payment of principal or interest when due.

The Group is exposed to credit risks primarily associated with its term deposits arrangements
with commercial banks and investments in bonds issued by PRC companies.

To evaluate credit risk property, the Group has established an internal credit rating system.
The counterparties’ ratings are reviewed at least annually through the system or whenever
a credit event occurs,

The Group -quantifies its credit risk exposure by assigning expected default rates and
expected recovery rates of relevant credit grades for commercial banks and bond issuing
companies. Credit risk is computed as (principal amount + outstanding interests) x default
rate x (1 - recovery rate).

As at December 31, 2004 (in RMB million) Credit risk

Term deposits placed with commercial banks and
bonds issued by PRC companies 259

Operational Risk

Operational risk is the risk of loss resuiting from internal operation failures or uncontrollable
external events. Internal operation failures occur due to inadeguate or failed internal
processes (process risks), system failure (system risks), and human performance failure
(people risks). Uncontrollable external events that contribute to operation risks are mainly
due to legal matters or changes in the regulatory requirements, accounting standards and
tax laws.

For internal operational risks, a proactive approach has been taken to implement appropriate
and sufficient preventive controls, detective controls and damage limitation controls. These
controls are embedded into the business processes, system operations and human
performance. Rigorous checks on the reliability of the controls are performed by our
internal and external audit functions. Our risk management committee and audit committee
reviews the reports from our internal and external auditors to ensure that appropriate
measures are taken to address control weaknesses detected. For the uncontrollable external
events, our Legal Department, Finance Department and Planning and Actuarial Department
monitor changes in regulatory requirements, accounting standards and tax laws closely.
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Introduction

In order to provide investors with an additional too! to understand our economic value and
business performance results, the Group has disclosed information regarding embedded
value in this section. The embedded value represents the shareholders’ adjusted net asset
value plus the value of the Group’s in-force life insurance business adjusted for the cost of
regulatory solvency margin deployed to support this business. The embedded value excludes
the value of future new business sales,

The Group has received advice from and consulted with Watson Wyatt Insurance Consulting
Limited in the selection of basis and the calculation of the value of in-force life business
and the value of one year's new business. The Group remains wholly responsible for the
results and presentation of the embedded value which comprises the adjusted net asset
and the value of in force life business.

The calculation of embedded value necessarily makes a number of assumptions with respect
to future experience. As a result, future experience may vary from that assumed in the
calculation, and these variations may be material. The market value of the Group is measured
by the value of the Group's shares on any particular day. In valuing the Group's shares,
investors take into account a variety of information available to them and their own
investment criteria, therefore these calculated values should not be constructed as a direct
reflection of the actual market value.

Components of Economic Value

For years ended December 31, (in RMB million) 2004 2003
Adjusted net asset value 25,161 13,631
Value of in-force insurance business written

prior to June 1999 (16,743) (22,103)
Value of in-force insurance business written

since June 1999 33,127 29,752
Cost of holding the required solvency margin (4,297) (2,202)
Embedded Value 37.248 19,078
Value of one year’s new business 4,331 4,681
Cost of holding the required solvency margin (418) (429)

Value of one year’'s new business after
cost of solvency 3,913 4,252

In RMB millions; figures may not be additive due to rounding

The adjusted net asset value is based on the audited shareholders net assets of the Group
as measured on a PRC statutory basis. The values placed on certain assets have been
adjusted to the market values. It should be noted that the adjusted net asset is for the
whole Group, including our life company, property and casualty company, and other
business units, while the value of in-force and the value of one year’'s new business
presented are only in respect of Ping An Life and not the other business units.
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Key Assumptions

The assumptions used in the embedded value calculation in 2004 have been made on a
“going concern” basis, assuming continuation of the economic and legal environment
currently prevailing in the PRC. The statutory reserving basis and sclvency margin requirement
were assumed in the calculation. Certain portfolio assumptions were based on the Group's
own recent experience as well as considering the more general PRC market and other life
insurance markets’ experience. The principal bases and assumptions used in the calculation
are described below:

Risk Discount Rate

The non investment-linked life insurance fund earning rate, adjusted for tax, or the specified
risk discount rate of 12.5% has been assumed in each future year as the risk discount rate
for the in-farce life business. Which option is taken for any future year depends on which
of these rates gives the lower value of in-force business as of the beginning of that year.
In particular, the specified risk discount rate approach for the in-force business is to avoid
understating the effect of losses arising from those high interest rate guaranteed products
we sold prior to June 1999. With respect to the calculation of one-year’'s new business
value, the specified risk discount rate of 12.5% has been assumed.

Investment Returns

Future investment returns have been assumed to be 4.35% in 2005 and increased 0.1%
every year to 4.75% in 2009 and thereafter for the non-investment linked fund. For the
investment-linked fund, a 5.25% per annum investment return has been assumed. These
returns have been derived by consideration of the Group’s current and expected future
asset allocations and associated investment returns for a range of major asset classes.

Taxation

A 18.5% average income tax rate has been assumed. In addition, a 5.5% business tax rate
has been applied to the gross premium of the short-term accident business.

Mortality

Mortality rates have been based on 75% (in the case of males) and 70% (in the case of
females) of the standard industry mortality tables published by the CIRC for non annuitants,
with a five-year selection period. For annuitants, 75% of these standard industry mortality
tables has been assumed.

Morbidity

Morbidity assumptions have been based the Group’s own pricing table. The loss ratios
have been assumed to be in the range of 16% and 70% for short term accident and
health business.

Discontinuances

Policy discontinuance rates have been based on the Group's recent experience investigation.
The discontinuance rates are dependent on the pricing rate and the product type.




Expenses

Expense assumptions have been based on the Group’s most recent expense investigation.
In 2004, the assumed expenses and commissions equated to around 70% of the expense
allowance priced into the products. The unit maintenance expenses were assumed 1o
increase at 2% per annum.

Policyholder Dividends

Policyholder dividends have been based on 70% of the interest and mortality surplus for
individual life and bancassurance participating business. For group life participating business,
dividends have been based on 70% of interest surplus only.

New Business Volumes and Business Mix

The volume of new business sold and modeled during 2004 to calculzate the one year’s
new business value was RMB21.7 billion in terms of annualised first year premium.

The mix of the new business measured by annualised first year premium was:

Individual life Percentage
Long-term businesses 30.1%
Short-term businesses 5.7%

Group tife
Long-term businesses 31.0%
Short-term businesses 6.8%

Bancassurance
Long-term businesses 26.4%

Total 100%
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Embedded Value Movement

The table below shows how our embedded value grew to more than RMB37 billion as of
December 31, 2004.

(In RMB million) 2004

Embedded value as of 19,078
December 31, 2003

Expected return on year-start 1,181 Normal growth of embedded
embedded value value during 2004,
Value of one-year new business 3,913  Contribution from new business
sold during 2004.
Risk discount rate impact 1,380 Risk discount rate used to

calculate the value of in-force
business changed due to the
addition of new business in
2004.

Assumption and modeling changes 3,437 Investment return and other
portfolic assumption changes
increased embedded value.

Market value adjustment impact (3,764) Bonds are marked to market. The
market value of the bonds
decreased due to the increase in

bond vyield.

Investment return variance (1,321) Actual investment return in 2004
was lower than the assumed
return.

Other experience variance 657 The variance between actual

experience and assumption, the
positive variance was mainly due
to favorable experience from
claims and expenses.

Embedded value before 24,561 Embedded value before impact
capital changes of capital change increased
28.7%.
Shareholder dividends (592) Amounts paid to shareholders in
the form of annual dividends.
Capital injection 13,279 Net proceeds received from IPO
in June 2004.
Embedded value as of 37,248

December 31, 2004




Sensitivity Analysis

The Group has investigated the effect, on the value of in-force business and the value of
one year's new business, of varying independently certain assumptions regarding future
experience. Specifically, the following changes in assumptions have been considered:

. Risk discount rate
. A level 4.5% investment return for non investment-linked fund and 5.5% for
investment-linked fund
. A 10% reduction in mortality and morbidity for non annuitants and loss ratios for
the short-term business
. A 10% reduction in policy discontinuance rates
. A 10% reduction in maintenance expense
(In RMB million) Risk Discount Rate
Earned Earned Earned 12.5%
Rate/10% Rate/12.5% Rate/15%
Value of in-force business 14,606 12,086 9,972 13,936
10% 12.5% 15% Earned

Rate/12.5%

Value of one year’s
new business Value 4,937 3,913 3,174 4,989

Assumptions

(In RMB million) Value of in-force Value of one year’s
business new business

Central case 12,086 3,913
4.5%/5.5% investment return 8,682 3,814
10% reduction in mortality

and morbidity rates 12,175 4,076
10% reduction in policy

discontinuance rates 12,263 3,973
10% reduction in maintenance expense 12,787 4,013

Risk discount rate were earned rate/12.5% and 12.5% for in-force business and new business respectively.
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To the members
Ping An Insurance (Group) Company of China, Ltd.

We have audited the financial statements on pages 85 to 154 which have been prepared
in accordance with International Financial Reporting Standards.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company's directors are responsible for the preparation of financial statements which
give a true and fair view. In preparing financial statements which give true and fair view, it
is fundamental that appropriate accounting policies are selected and applied consistently.
It is our responsibility to form an independent opinion, based on our audit, on those
financial statements and to report our opinion solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person
for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by
the Hong Kang Institute of Certified Public Accountants. An audit includes an examination,
on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s and the Group's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements. We believe that our audit provides
a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of
the Company and of the Group as of December 31, 2004 and of the profit and cash flows
of the Group for the year then ended and have been properly prepared in accordance with
International Financial Reporting Standards and the disclosure requirements of the Hong
Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong
April 18, 2005
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For the year ended December 31, 2004

Notes 2004 2003
RMB Million RMB Million
Gross written premiums and policy fees 6 60,049 63,134
Less: Premiums ceded to reinsurers (4,122) (3,800)
Net written premiums and policy fees 6 55,927 59,334
Increase in unearned premium reserves, net 38 (1,191) (485)
Net earned premiums 54,736 58,849
Reinsurance commission income 1,376 1,247
Net investment income 7( 7.261 5,948
Realized and unrealized gains/(losses) 7(2) (773) 395
Other income 3 651 184
Total revenue 63,251 66,623
Change in deferred policy acquisition costs 25 2,261 2,885
Claims and policyholders’ benefits 9, 50 (16,473) (14,786)
Increase in policyholders’ reserves 40 (33,967} (40,417)
Commission expenses (5,255) (5,676)
General and administrative expenses 50 (5,922) (5,505)
Finance costs (42) (224)
Provision for insurance guarantee fund (106) (84)
Total expenses (59,504) (63,807)
Operating profit 10 3,747 2,816
Share of profits of an associate - 5
Income taxes 1M (601) (494)
Net profit before minority interests 3,146 2,327
Minority interests (30) (7)
Net profit attributable to shareholders 3,116 2,320
Proposed dividends 12 867 592
RMB RMB
Earnings per share - basic 13 0.56 0.47

The accompanying notes form an integral part of these financial statements.
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As of December 31, 2004

Notes 2004 2003
RMB Million RMB Million
ASSETS
Investments
Fixed maturity investments
Bonds 14,43 112,865 68,177
Term deposits 15,43 80,320 78,233
Policy loans 43 545 297
Securities purchased under agreements to resell 43 - 2,968
Loans and advances to customers 43 130 21
Equity investments
Equity investment funds 16 5,749 4,648
Equity securities 17 266 240
Derivative financial assets 18 62 -
Investment in an associate 20 3 3
Investment properties 21 1,504 1,333
Total investments 201,444 155,920
Cash and cash equivalents 15,43 15,254 8,017
Due from banks 15,43 439 -
Premium receivables 22 617 439
interest receivables 23 382 316
Reinsurance assets 24 4,356 3,903
Deferred policy acquisition costs 25 22,622 20,361
Property, plant and equipment 26 2,735 3,147
Construction-in-progress 27 204 146
Land use rights 28 928 924
Goodwill 29 322 241
Deferred income tax asset 30 352 293
Statutory deposits 31 1,200 1,200
Other assets 738 1,078
Separate account (investment-linked) assets 12,903 10,059
Total assets 264,496 206,044

The accompanying notes form an integral part of these financial statements.
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Notes 2004 2003
RMB Million RMB Million
EQUITY AND LIABILITIES
Equity
Share capital 32 6,195 4,933
Reserves 33 19,573 7,667
Retained profits 2,485 352
Total equity 28,253 12,952
Minority interests 431 337
Liabilities
Customers' deposits 34,43 1,849 2,304
Securities sold under agreements to repurchase 35,43 601 200
Premiums received in advance 1,627 2,129
Commission payable 556 497
Due to reinsurers 209 314
Dividends payable to shareholders 74 -
Income tax payable 490 326
Insurance guarantee fund 36 827 710
Policyholder dividend payable and provisions 1,977 1,189
Policyholders’ contract deposits 37 1,411 -
Unearned premium reserves 38 9,472 8,302
Claim reserves 39 6,642 4,817
Policyholders’ reserves 40 193,912 159,945
Other liabilities 3,262 1,963
Separate account (investment-linked) liabilities 12,903 10,059
Total liabilities 235,812 192,755
Total equity and liabilities 264,496 206,044

The accompanying notes form an integral part of these financial statements.

MA Mingzhe CHEUNG Chi Yan Louis Sun Jianyi
Director Chief Financial Officer Director
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For the year ended December 31, 2004

Notes

Reserves
Net Retained
Common unrealized profits/
Share Capital Revenue welfare General gains/ (accumulated
capital reserve reserve fund fund reserve (losses) deficits) Total

RMB Million  RMB Million  RMB Million  RMB Million  RMB Million  RMB Million  RMB Million  RMB Miltion

Balance, January 1, 2003 2,467 5,284 2,880 381 395 382 (102) 11,687
Transter from capital reserve

to share capital 32 2,466 (2,466) - - - - - -
Net profit for the year ended

December 31, 2003 - - - - - - 2,320 2,320
Net losses on available-for-

sale investments - - - - - (768) - (768)
Net losses on available-for-

sale investments removed

from equity and reported

in net profit - - - - - 107 - 107
Deferred tax recognized, net 30 - - - - - 99 - 99
Appropriation to

discretionary reserve - - 1,057 - - - (1,057) -
2002 dividends declared ~ - - - - - (493) (493)
Appropriations to statutory

reserves 33 ~ - PAR 105 - - (316) -
Balance, December 31, 2003 4,933 2,818 4,148 486 395 (180) 352 12,952
Issue of shares through

initial public offering 32 1,262 12,564 - - - - - 13,826
Share issue expenses - (547) - - - - - (547)
Net profit for the year ended

December 31, 2004 - - - - - - 3,116 3,116
Net losses on available-for-

sale investments - - ~ - - (659) - {659)
Net losses on available-for-

sale investments removed

from equity and reported

in net profit - - - - - 69 - 69
Deferred tax recognized, net 30 - - - - - 88 - 88
2003 dividends declared 33 - - - - - - (592) (592)
Appropriations to statutory

reserves 33 - - 261 130 - - (391) -
Bafance, December 31, 2004 6,195 14,835 4,409 616 395 (682) 2,485 28,253

The accompanying notes form an integral part of these financial statements.
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For the year ended December 31, 2004

Notes 2004 2003
RMB Million RMB Million
CASH INFLOWS FROM OPERATING ACTIVITIES 44(1) 34,370 35,178
CASH FLOWS FROM INVESTING ACTIVITIES
Additions of investment properties, property,
plant and equipment, construction-in-progress,
and land use rights (470) (743)
Proceeds from disposal of property, plant and
equipment 22 6
Net cash inflow from disposal of a subsidiary - 5
Purchases of investments, net (44,593) (25,177)
Term deposits placed, net (2,087) (4,794)
Net cash inflow from acquisition of a subsidiary 44(2) 295 2,436
Increase in equity interest in a subsidiary 44(3) (158) -
Interest received 6,215 5,864
Dividends received 393 159
Rentals received 130 99
Net cash outflow from investing activities (40,253) (22,145)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from shares issued 13,279 -
Increase/(decrease) in securities sold
under agreements to repurchase 401 (8,114)
Dividends paid (518) (493)
Finance costs paid (42) (224)
Net cash inflow/(outflow) from financing activities 13,120 (8,831)
Net increase in cash and cash equivalents 7,237 4,202
Cash and cash equivalents at beginning of year 8,017 3,815
Cash and cash equivalents at end of year 15 15,254 8,017

The accompanying notes form an integral part of these financial statements.
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As of December 31, 2004

Notes 2004 2003
RMB Million RMB Million
ASSETS
Investments
Fixed maturity investments
Bonds 49 _
Term deposits 43 10,626 4,711
Equity investments
Equity investment funds 100 -
Investments in subsidiaries 19 11,159 8,110
Total investments 21,934 12,821
Cash and cash equivalents 7,580 177
Interest receivables 23 126 10
Property, plant and eguipment 26 9 2
Other assets 81 6
Total assets 29,730 13,016
EQUITY AND LIABILITIES
Equity
Share capital 32 6,195 4,933
Reserves 33 19,191 7,285
Retained profits 33 2,867 734
Total equity 28,253 12,952
Liabilities
Dividends payable to shareholders 74 -
Income tax payable 23 20
Other liabilities 1,380 44
Total liabilities 1,477 64
Total equity and liabilities 29,730 13,016

The accompanying notes form an integral part of these financial statements.

. Bing AR (nsuranee (Croup) Compansy of Ching, Lid. AnmusRes




NOLEDS LU MitidlliClal SDlalcliiiIicility
As of December 31, 2004

1. CORPORATE INFORMATION

Ping An Insurance (Group) Company of China, Ltd. (the “Company”) was incorporated in Shenzhen,
the People’s Republic of China (the “PRC") on March 21, 1988. Its business scope includes
investing in insurance enterprises, supervising and managing various domestic and overseas
businesses of subsidiaries, and utilizing insurance funds. The Company and its principal subsidiaries
{the “Group”) are mainly engaged in life insurance, property and casualty insurance, and financial
services.

As of December 31, 2004, the Group had approximately 36,000 employees and 215,000 sales
agents and sales representatives (2003: 36,000 employees and 204,000 sales agents and sales
representatives). The registered address of the Company is Ping An Building, Ba Gua No.3 Road,
Shenzhen, the PRC.

On June 24, 2004, 1,261,720,000 ordinary shares were issued through an initial public offering
in Hong Kong.

2. [IMPACT OF RECENTLY [SSUED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs”)

The following IFRSs are effective for the first time for the current year’s financial statements:
. IFRS 3, Business Combinations

IFRS 3 requires goodwill arising from a business combination to be measured after initial
recognition at cost less any accumulated impairment losses. Therefore, goodwill is not
amortized and instead tested for impairment annually, or more frequently if events or
changes in circumstances indicate that it might be impaired. This IFRS is applicable to
goodwill arising from a business combination for which the agreement date is on or after
March 31, 2004. Previous recognized goodwill can still be amortized.

. IAS 36 (revised 2004), Impairment of Assets

IAS 36 was amended mainly to reflect those changes relating to business combinations.
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IMPACT OF RECENTLY ISSUED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs”) (continued)

The International Accounting Standards Board (“IASB”) has issued other IFRSs and has revised a
number of International Accounting Standards, collectively referred to as “the New IFRSs”, which
are generally effective for accounting periods beginning on or after January 1, 2005. The Group
has not early adopted the New [FRSs in the financial statements for the year ended December 31,
2004. The Group is in the process of making an assessment of the impact of the New IFRSs as
follows:

. IFRS 4, Insurance Contracts

IFRS 4 is the first IFRS to deal with insurance contracts. Its main features include but are
not limited to the definition of an insurance contract, the use of liability adequacy tests
and impairment tests for reinsurance assets, and prohibition of catastrophe and egualization
provisions. Under IFRS 4, investment contracts containing discretionary participation features
continue to be accounted for as if they are insurance contracts. Premium income from
certain contracts, which are regarded as investment contracts by IFRS 4, will be accounted
for as a direct credit to the policyholders’ account balance, and related claims to the
extent covered by the said account balance are accounted for as a direct debit to the
policyholders” account balance.

. 1AS 39 (revised 2004), Financial Instruments: Recognition and Measurement

IAS 39 has eliminated the definition of “originated loans and receivables”, defined “loans
and receivables” and clarified the criteria for derecognition of a financial asset. This standard
may affect the categorization of the Group’s financial assets and subsequent measurement
thereof.

. 1FRS 2, Share-based Payment

IFRS 2 requires an entity to recognize share-based payment transactions in its financial
statements, including transactions with employees or other parties to be settled in cash,
other assets, or equity instruments of the entity. This standard will give more guidance on
recognition, measurement and disclosure of the Group's share appreciation rights scheme.

The Group will continue with its assessment of the impact of the above and other New IFRSs
which may result in changes in the financial statements as to how the Group’s performance and
financial position will be presented. At present, it is early to conclude whether the New IFRSs will
have a material impact in future periods.

) ~ Ping An Insuranee (Ereup) Company of Chine, Ltd. Annual Repert 2004




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in preparing the consolidated financial statements of
the Group are as follows:

(1)

Basis of preparation

The accompanying consolidated financial statements have been prepared under the historical
cost convention, except for the measurement at fair values of held-for-trading investments
and available-for-sale investments. The above basis of accounting differs from that used in
the statutory accounts of the Group and the Company, which are prepared in accordance
with PRC accounting standards ("PRC GAAP").

The consolidated financial statements have been prepared in accordance with IFRSs, which
comprise standards and interpretations approved by the IASB, and International Accounting
Standards and Standing Interpretations Committee interpretations approved by the
International Accounting Standards Committee that remain in effect.

In the Group’s preparation of its IFRS financial statements for 2004, IFRS does not have an
effective standard governing the accounting treatment of insurance contracts and, at the
time when a specific topic is not addressed by IFRS, the IFRS framework permits reference
to another comprehensive body of accounting principles. As a result,

. the Group has chosen to use the revenue accounting practices currently adopted by
insurance companies reporting under the Companies Ordinance and Insurance
Companies Ordinance of Hong Kong; and

. the Group has made reference to specific accounting principles generally accepted
in the United States for guidance on the measurement of its insurance liabilities and
associated deferred policy acquisition costs, specifically, the measurement guidance
provisions contained within Statements of Financial Accounting Standards Nos. 60
and 97.

Ping An Insuranes (Grevp) Company ef Ching, Lid. Annual Report 2004
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(2)

(3)

(4)

Foreign currency

Based on the economic substance of the underlying events and circumstances relevant to
the Group, the measurement currency of the Group has been determined to be RMB. To
consolidate the financial statements of the Company (measured in RMB) and each of its
subsidiaries (each measured in its own measurement currency), the financial statements of
foreign consolidated subsidiaries are translated at year-end exchange rates with respect to
the balance sheet, at historical exchange rates for equity items and at the average exchange
rate for the year with respect to the consolidated results. The resulting translation
differences, if material, are included in a translation reserve in equity.

Transactions in foreign currencies are recorded at the rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated
at the rate of exchange ruling at the balance sheet date. All differences are taken to the
consolidated results.

Principles of consolidation

The Group's consolidated financial statements incorporate the financial statements of the
Company and its subsidiaries after elimination of intercompany transactions.

Subsidiaries are consolidated from the date on which control is transferred to the Group
and cease to be consolidated from the date on which control is transferred out of the
Group. This control is normally evidenced when the Group owns, either directly or indirectly,
more than 50% of the voting rights of a company’s share capital and is able to govern the
financial and operating policies of an enterprise so as to benefit from its activities.

The equity and net income attributable to minority shareholders’ interests are shown
separately in the consolidated balance sheet and consolidated results.

Subsidiaries

A subsidiary is a company whose financial and operating policies the Company controls,
directly or indirectly, so as to obtain benefits from its activities.

The Company’s interests in subsidiaries are stated in the balance sheet at the Company’s
share of net assets under the equity method of accounting.




3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(5)

(6)

Associates

Investments in associates (generally investments of between 20% to 50% in a company’s
equity) where significant influence is exercised by the Group are accounted for using the
equity method. An assessment of the carrying value of the investments in associates is
performed when there is an indication that the asset has been impaired or the impairment
losses recognized in prior years no longer exist.

Unrealized gains arising from transactions with associates are eliminated against the
investment in the associate to the extent of the Group’s interest in the associate. Unrealized
losses are eliminated similarly but only to the extent that there is no evidence of impairment
of the asset transferred.

Investments

Investments in financial instruments are categorized as held-for-trading investments, loans
originated, held-to-maturity investments and available-for-sale investments. Investments
acquired principally for the purpose of generating a profit from short term price fluctuations
are categorized as held-for-trading investments. Loans originated by providing money,
goods, or services directly to a debtor, other than those that are originated with the intent
to be sold immediately or in the short term, are categorized as loans originated. Investments
with fixed or determinable payments and fixed maturity that the Group has the positive
intent and ability to hold to maturity other than loans originated are categorized as held-
to-maturity investments. All other investments are categorized as available-for-sale
investments.

All purchases and sales of investments are recognized on the trade date. Investments are
derecognized when the rights to receive cash flows from the investments have expired or
where the Group has transferred substantially all risks and rewards of ownership.

Investments are initially measured at cost, which is the fair value of the consideration
given for them, including transaction costs.

Held-for-trading investments and available-for-sale investments are subsequently carried at
fair value, except for certain equity investments (categorized as available-for-sale investments)
that do not have a quoted market price in an active market and whose fair value cannot
be reliably measured. Such equity investments are measured at their cost less any provision
for impairment losses. The directors consider this treatment appropriate because there is
no reliable open market value for these securities, there is uncertainty as to their future
cash flows, and the variability in the range of reasonable fair value estimates is significant
and as a result, the probabilities of the various outcomes are difficult to assess.

CPigAn Insurance (Creup) Company of Ching, Ltek. Anaual REPOH 20045
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(6)

(7)

Investments (continued)

The fair values of quoted investments in active markets are based on current bid prices. If
the market for a financial asset is not active (and for unlisted securities), the Group
establishes fair value by using valuation techniques. These include the use of recent arm’s
length transactions, discounted cash flow analysis, and other valuation technigues commonly
used by market participants.

Changes in the fair values of held-for-trading investments are included in consolidated
resuits.

Changes in the fair values of available-for-sale investments, net of deferred tax, are
recognized as a separate component of equity until the investment is derecognized, or
until the investment is determined to be impaired, at which time the cumulative gain or
loss previously reported in equity is included in the consolidated results.

Loans originated and held-to-maturity investments are subseguently measured at amortized
cost less any impairment losses. Amortized cost is calculated by taking into account any
discount or premium on acquisition, over the period to maturity, using the effective interest
rate method. For investments carried at amortized cost, gains and losses are recognized in
income when the investments are derecognized or impaired, as well as through the
amortization process. An investment is impaired if its carrying amount is greater than its
estimated recoverable amount.

Derivatives

Derivatives represent options embedded in convertible bonds purchased by the Group and
are carried in the balance sheet at fair value as financial assets when favorable to the
Group and financial liabilities when unfavorable.

if the convertible bond is categorized as available-for-sale, the embedded options are
separated and categorized as held-for-trading financial instruments. The fair value of the
embedded derivatives is the difference between the fair value of the hybrid convertible
bond and the fair value of the host bond without embedded options. Changes in the fair
value of the options are recognized as profit or loss.

If the convertible bond is categorized as held-for-trading, embedded derivatives are not
separated from the host bond.

%6
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(8)

(9)

(10)

Securities purchased under agreements to resell - reverse repos

The Group enters into purchases of securities under agreements to resell substantially
identical securities. These agreements are classified as loans originated. Securities purchased
under agreements to resell are recorded at the cost of the amounts advanced. The amounts
advanced under these agreements are reflected as assets in the consolidated balance
sheet. The Group does not take physical possession of securities purchased under agreements
to resell. Sales or transfers of the securities are not permitted by the respective stock
exchanges on which they are listed while the loan is outstanding. In the event of default
by the counterparty to repay the loan, the Group has the right to the underlying securities
held by the stock exchanges which are the custodians.

Investment properties

Investment properties consist of investments in buildings that are held to earn rental
income or for capital appreciation, rather than for use in the production or supply of
goods or services or for administrative purposes, or for sale in the ordinary course of
business.

Investment properties are initially measured at cost, which is the fair value of the
consideration given to acquire them, including transaction costs. Subsequently, all investment
properties are stated at cost less accumulated depreciation and accumulated impairment
losses.

Depreciation is computed on a straight-line basis, after taking into account the estimated
residual value (3% of original cost), over the estimated useful lives. The estimated useful
lives of investment properties vary from 30 to 35 years.

The useful life and depreciation methods are reviewed periodically to ensure that the
method and period of depreciation are consistent with the expected pattern of economic
benefits from the individual investment properties.

Fully depreciated assets are retained in the financial statements until they are no longer in
use and no further charge for depreciation is made in respect of these assets.

Impairment losses are recognized when the carrying amounts of investment properties are
not expected to be recoverable. These impairment losses are recognized as an expense in
the consolidated results. Impairment losses against the carrying amount of investment
properties are reversed to the consolidated results when the circumstances and events that
lead to the write-downs or write-offs cease to exist and there is persuasive evidence that
the new circumstances and events will persist for the foreseeable future.

Transfers to, or from, investment properties are made when, and only when, there is
evidence of a change in use.

Cash and cash equivalents

Cash includes cash on hand and cash with banks. Cash equivalents are short term, highly
liguid deposits or investments that are readily convertible to known amounts of cash with
original maturities of three months or less and that are subject to an insignificant risk of
change in value.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(11)

(12)

Securities sold under repurchase agreements - repos

Securities sold under repurchase agreements, which are classified as short term borrowings,
generally mature within 183 days from the transaction date. The Group may be required
to provide additional collateral based on the fair value of the underlying securities. Securities
sold under repurchase agreements are recorded at the cost of the borrowings. It is the
Group’s policy to maintain effective control over securities sold under repurchase
agreements; accordingly, such securities continue to be carried on the consolidated balance
sheet.

Deferred policy acquisition costs

Deferred policy acquisition costs for long term life insurance and investment-linked policies

The costs of acquiring new business, including commissions, underwriting, marketing and
policy issue expenses, which vary with and are directly related to the production of the
new business, are deferred. Deferred policy acquisition costs are subject to recoverability
testing at the time of the issue of the policy and at the end of each accounting period.

Deferred policy acquisition costs for traditional life insurance and annuity policies are
amortized over the expected life of the insurance contracts as a constant percentage of
expected premiums, which are estimated at the date of the issue of the policy and are
consistently applied throughout the life of the contract unless premium deficiency occurs.

Deferred policy acquisition costs for investment type contracts, such as investment-linked
contracts, are amortized over the expected life of the contracts based on a constant
percentage of the present value of estimated gross profits that are expected to be realized
over the life of the contract. Estimated gross profits include expected amounts to be
assessed for mortality, administration, investment and surrender, less benefit claims in
excess of policyholder balances, administrative expenses and interest credited. Estimated
gross profits are revised regularly and the interest rate used to compute the present value
of revised estimates of expected gross profits is the latest revised rate applied to the
remaining benefit period. Deviations of actual results from estimated experience are reflected
in the consolidated results.

Deferred policy acquisition costs for property and casualty and short term life insurance
policies

Acquisition costs, being primarily commissions and premium taxes, which vary with and
are directly related to the acquisition of business, are deferred and amortized over the
period in which the related written premiums are earned. Deferred policy acquisition costs
are periodically reviewed to determine that they do not exceed recoverable amounts, after
considering expected future investment income. Contributions received from reinsurers
towards acquisition costs are deferred in an identical manner.

98
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(13)

(14)

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment {osses. When assets are sold or retired, their cost and accumulated
depreciation are eliminated from the financial statements and any gain or ioss resulting
from their disposal is included in the consolidated results.

The initial cost of property, plant and equipment comprises its purchase price, including
import duties and non-refundable purchase taxes, and any directly attributable costs of
bringing the asset to its working condition and location for its intended use. Expenditures
incurred after property, plant and equipment have been put into operation, such as repairs
and maintenance and overhaul costs, are normally charged to the consolidated results in
the period in which the costs are incurred. In situations where it can be clearly demonstrated
that expenditures have resulted in an increase in the future economic benefits expected to
be obtained from the use of an item of property, plant and equipment beyond its originally
assessed standard of performance, such expenditures are capitalized as an additional cost
of the item of property, plant and equipment.

Depreciation is computed on a straight-line basis, after taking into account the estimated
residual value of each asset, over its estimated useful life. The estimated residual values
and useful lives of property, plant and equipment by category are as follows:

Estimated residual values Estimated useful lives
Leasehold improvements ~ Over the shorter of

econcmic useful lives and
terms of the leases

Buildings 3% 30-35 years
Office equipment, furniture

and fixtures - 5 years
Motor vehicles 4% 5-8 years

The useful life and depreciation methods are reviewed periodically to ensure that the
method and period of depreciation are consistent with the expected pattern of economic
benefits from the items of property, plant and equipment.

Fully depreciated assets are retained in the financial statements until they are no longer in
use and no further charge for depreciation is made in respect of these assets.

Construction-in-progress

Construction-in-progress represents costs incurred in the construction of office premises,
as well as the cost of eguipment pending installation.

No provision for depreciation is made on construction-in-progress until such time the
relevant assets are completed and put into use.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(15)

(16)

(17)

Land use rights

Land use rights are stated at cost less accumulated amortization and any impairment
losses. Land use rights are amortized on a straight-line basis over the unexpired period of
the rights.

Goodwill

Goodwill represents the excess of the cost of the acquisition over the fair value of identifiable
net assets of an acquired subsidiary, associate or joint venture at the date of acquisition.
Goodwill is amortized on a straight-line basis over its estimated useful economic life of 10
years. Goodwill on acquisitions on or after March 31, 2004 is not amortized. It is reviewed
for impairment annually or more frequently if events or changes in circumstances indicate
that the carrying value may not be recoverable. Goodwill is stated at cost less accumulated
amortization and any impairment in value.

Long term life insurance business

Long term life insurance contracts are intended to be of greater than twelve months
duration, are not subject to unilateral changes in the contract terms and require the
performance of various functions and services (including but not limited to insurance
protection) for an extended period.

Policyholders’ reserves represent the estimated future benefit liability payable to policyholders
for long term life insurance policies, other than policyholders’ account balances in respect
of investment-linked and universal life contracts.

Future life policyholders’ benefit liabilities for life insurance policies are calculated using a
net level premium valuation method based on actuarial assumptions as to mortality,
persistency, expenses, policyholder dividends and investment return, including a margin
for adverse deviation. The assumptions are established at the time of the issue of the
policy and remain unchanged except where premium deficiency occurs. For participating
life insurance policies, under current PRC insurance regulations, a minimum of 70% of the
distributable surplus (as determined based on the contracts, prevailing insurance regulations
and on the Group's distribution basis) must be allocated for the benefit of policyholders,
and this obligation is provided for within tota! liabilities.

For policies where the premium payment period is less than the policy term, an extra
reserve, often known as deferred profit liability, is also included in policyholders’ reserves.
The deferred profit liability ensures a profit emergence in a constant relationship to the
amount of insurance in force.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(17)

(18)

Long term life insurance business (continued)

Future life policyholders’ benefit liabilities are assessed at each balance sheet date for
adequacy, using current estimates of future contractual cash flows and claims handling
and administrative expenses, as well as investment income from the assets backing such
liabilities. Any deficiency is immediately charged to the income statement initially by writing
off deferred acquisition costs and subsequently by establishing additional reserves. As
mentioned above, long term life insurance with fixed terms are measured based on
assumptions set out at the inception of the policies. When the liability adequacy test
requires the adoption of new best estimate assumptions, such assumptions are used for
the subsequent measurement of these liabilities.

Property and casualty and short term life business

Property and casualty and short term life insurance contracts provide insurance protection
for a fixed period of short duration and the contract terms enable the insurer to cancel a
contract or to adjust the provisions of a contract at the end of any contract period.

Claim reserves

These comprise a best estimate of property and casualty and short term life provisions for
losses and loss adjustment expenses, representing the accumulation of estimates for ultimate
losses less a deduction for the estimated value of salvage and subrogation, and including a
provision for losses incurred but not yet reported (“IBNR”). The methods of determining
such estimates and establishing the resulting reserves are continually reviewed and updated.
Resulting adjustments are reflected in the consolidated results for the period. The Group
does not discount its claim reserves.

Unearned premium reserves

Upon inception of property and casualty and short term insurance contracts, premiums are
recorded as written and are earned on a pro-rata basis over the term of the related policy
coverage. The unearned premium reserves represent the portions of premiums written

relating to unexpired periods of coverage.

Premium deficiency reserves

Premium deficiency reserves are assessed for individual life, group life and property and
casualty portfolios on the basis of estimates of future claims, costs, premiums earned and
proportionate investment income. Where applicable, such accounts are included as a
component of policyholders’ reserves. Premium deficiency reserves assessed on property
and casualty business are disclosed, when material, as a separate provision.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(19)

(20)

(21)

(22)

Investment-linked business

Revenue from investment-linked business consists of policy fees for the cost of insurance,
administration fees and gains on surrenders during the year. Amounts received other than
policy fees collected as premiums and administration fees from these contracts are reported
as deposits. Policy benefits and claims incurred in the period are charged to claim expenses
in the consolidated results, to the extent such amounts are not covered by policyholder
deposits.

Separate account (investment-linked) assets and liabilities represent funds maintained to
meet specific investment objectives of policyholders who bear the investment risk. The net
investment income on separate account assets accrues directly to the policyholders. The
assets and liabilities of each investment-linked fund are carried at market value and are
segregated from each other and from the rest of the Group's invested assets. Subscriptions,
withdrawals, net investment income and administration expenses are included in the separate
account assets and liabilities and are not reflected in the consolidated results.

Universal life business

Revenue for these contracts consists of policy fees for the cost of insurance, administration
fees and gains on surrenders during the year. Policy fees collected with respect to future
services are deferred and recognized in a manner similar to the deferred policy acquisition
costs related to such contracts. Expenses include interest credited to policyholders’ contract
deposits and benefit payments made in excess of policyholders’ contract deposits.

Dividends

Dividends are proposed by the directors, and are approved by the shareholders and the
China Insurance Regulatory Commission ("CIRC") before they are recognized as a liability.

Revenue recognition

Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to the Group and the amount of the revenue can be measured
reliably. Revenue is recognized on the following bases:

(a) Premium income

Life insurance premiums from long term, traditional and participating life contracts
are recognized as revenue when premiums as stated in the contracts are collectible
from the policyholders. Premiums from long term property and casualty insurance
are recognized as revenue when due from policyholders. Short term property and
casualty and life insurance premiums, net of endorsements, are recorded as written
at the inception of risk.




3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(22) Revenue recognition (continued)

(b) Investment-linked business

Policy fees from investment-linked business are the difference between premiums
received for investment-linked contracts and the amounts of premiums allocated to
policyholder deposits.

Administration fees are computed at the predetermined contract rate and are charged
at the end of each month.

(<) Universal life business

Those parts of the premiums used to cover the insured risks and associated costs are
treated as premium income. These include fees for the cost of insurance,
administration fees and surrender charges.

{d) Net investment income

Net investment income includes interest from term deposits, fixed maturity securities,
securities purchased under agreements to resell, policy loans and other loans,
dividends from equity securities, operating lease income from investment properties,
etc. Dividends are recognized when the right to receive payment is established.
Operating lease income from investment properties (after deduction of the aggregate
cost of incentives granted to lessees) is recognized as income on a straight-line basis
over the lease terms. Other net investment income is accrued on a time proportion
basis, taking into account the principal amount outstanding and the interest rate
applicable.

(23) Reinsurance

Reinsurance contracts are contracts under which the Group has assessed to ensure that
underwriting risk, defined as the reasonable possibility of significant loss, and timing risk,
defined as the reascnable possibility of a significant variation in the timing of cash flows,
are transferred by the ceding company to the reinsurers.

Reinsurance assets include the balances due under reinsurance contracts from both insurance
and reinsurance companies for paid and unpaid claims and claim adjustment expenses,
ceded unearned premiums, ceded policyholders’ reserves held under reinsurance treaties.
Amounts recoverable from reinsurers are estimated in a manner consistent with the claim
liability associated with the reinsured policy.

Reinsurance is recorded gross in the balance sheet unless a right of offset exists. The
Group evaluates the financial strength of potential reinsurers and continually monitors the
financial conditions of reinsurers,

According to PRC insurance regulations, during 2004, the Group is required to cede 10%
of gross premium income from property and casualty and short term life insurance to
state-owned reinsurers.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(24)

(25)

(26)

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the
lessor are accounted for as operating leases.

Where the Group is the lessor, assets leased by the Group under operating leases are
included in investment properties and rental receivables under such cperating leases are
credited to the consolidated results on a straight-line basis over the lease terms.

Where the Group is the lessee, rentals payable under operating leases are charged to the
consolidated results on a straight-line basis over the lease terms. The aggregate benefit of
incentives provided by the lessor is recognized as a reduction of rental expense over the
lease term on a straight-line basis.

Employee benefits

Pension obligations

The employees of the Group are mainly covered by various defined contribution pension
plans. The Group makes and accrues on a monthly basis contributions to the pension
plans, which are mainly sponscred by the related government authorities that are responsible
for the pension liability to retired employees. Under such plans, the Group has no other
significant legal or constructive obligations for retirement benefits beyond the said
contributions, which are expensed as incurred. Certain employees are also provided with
group life insurance but the amounts involved are insignificant.

Housing benefits

The employees of the Group are entitled to participate in various government-sponsored
housing funds. The Group contributes on a monthly basis to these funds based on certain
percentages of the salaries of the employees. The Group's liability in respect of these
funds is limited to the contributions payable in each period.

Medical benefits

The Group makes contributions for medical benefits to the local authorities in accordance
with the relevant local regulations.

Tax

The income tax charges (and business tax payable) are estimated based on existing tax
legislation, practices and interpretations thereof. The income tax charges are provided
based on estimated taxable profit and include consideration for deferred taxes. Deferred
taxes are calculated using the balance sheet liability method.




3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(26)

(27)

Tax (continued)

Deferred taxes reflect the net tax effects of temporary differences between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes. Deferred
tax assets and liabilities are measured using the tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or
settled, based on tax rates enacted or substantially enacted at the balance sheet date.

Deferred tax assets are recognized when it is probable that sufficient taxable profits will be
available against which the deferred tax assets can be utilized. At each balance sheet date,
the Group re-assesses unrecognized deferred tax assets and the carrying amount of deferred
tax assets. The Group recognizes a previously unrecognized deferred tax asset to the
extent that it has become probable that future taxable profit will allow the deferred tax
asset to be recovered. The Group conversely reduces the carrying amount of a deferred tax
asset to the extent that it is no longer probable that sufficient taxable profit will be
available to allow the benefit of part or all of that deferred tax asset to be utilized.
Deferred tax liabilities are recognized for all taxable temporary differences, unless the
deferred tax liability arises from goodwill for which amortization is not deductible for tax
purposes.

Deferred tax assets and liabilities are not discounted and are classified as non-current
assets (liabilities) in the balance sheet,

Current tax and deferred tax are charged or credited directly to equity if the tax relates to
items that are credited or charged, in the same or a different period, directly to equity.

Tax refunds are accounted for on a cash basis.

Impairment of assets

Investment assets
Investment assets are reviewed for impairment at each balance sheet date.

For investment assets carried at historical cost or amortized cost, whenever it is probable
that the Group will not collect all the amounts due according to the contractual terms of
the loans, receivables or deposits, an impairment loss is recognized in the consolidated
results.

The amount of the loss recognized is the difference between the carrying amount of an
investment and its expected recoverable amount. A reversal of impairment losses previously
recognized is recorded when a decrease in impairment loss can be objectively related to an
event occurring after the initial write-down. Such reversals are recorded in the consolidated
results. The increased carrying amount is only recognized to the extent it does not exceed
what the historic cost or amortized cost would have been had the impairment not been
initially recognized.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(27)

(28)

(29)

Impairment of assets (continued)

Other assets

Other assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. In addition, goodwill
should be reviewed for impairment at the balance sheet date irrespective of whether there
is any indication of impairment. Whenever the carrying amount of an asset exceeds its
recoverable amount, an impairment loss is recognized in the consolidated results. The
recoverable amount is the higher of an asset’s net selling price and value in use. The net
selling price is the amount obtainable from the sale of an asset in an arm’s length transaction
less the costs of disposal, while value in use is the present value of estimated future cash
flows expected to arise from the continuing use of an asset and from its disposal at the
end of its useful life. Recoverable amounts are estimated for individual assets or, if this is
not possible, for the cash-generating unit to which the asset belongs.

An impairment loss recognized in prior years for an asset other than goodwill shall be
reversed if, and only if, there has been a change in the estimates used to determine the
asset’'s recoverable amount since the last impairment loss was recognized. The reversal is
recorded in the consolidated results. However, the increased carrying amount of an asset
due to a reversal of an impairment loss is recognized to the extent it does not exceed the
carrying amount that would have been determined (net of amortization or depreciation)
had no impairment loss been initially recognized for that asset in the prior years. An
impairment loss recognized for goodwill is not reversed in a subsequent period.

Use of estimates

The preparation of financial statements in conformity with IFRSs requires management to
make certain estimates and assumptions that affect reported amounts of assets and liabilities
at the date of the financial statements and reported amounts of revenues and expenses
during the reporting period. Therefore, actual results could differ from those estimates.

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to
control the other party or exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered to be related if they are
subject to common control or common significant influence. Related parties may be
individuals or corporate entities.




4.

CHANGES IN THE GROUP’'s ORGANIZATION
The principal structure of the Group changed during 2004 as follows:

(a)

)

On September 29, 2003, China Ping An Trust & Investment Co., Ltd. (“Ping An Trust")
entered into a sale and purchase agreement to acquire Bank of China’s 50% equity
interest in Fujian Asia Bank Limited (the “Bank”). On December 23, 2003, the China
Banking Regulatory Commission (the “CBRC”) approved the above sale and purchase of
equity interest in the Bank and the change of the Bank’s name into Ping An Bank Limited
("Ping An Bank”). The CBRC also approved that Ping An Trust made an additional capital
contribution of US$23 million into Ping An Bank. The acquisition, additional capital
contribution and the related business registration were completed by February 2004,
Thereafter, Ping An Bank has become a 73% owned subsidiary of Ping An Trust and Ping
An Bank’s financial statements are consolidated into the Group’s consolidated financial
statements.

On September 20, 2004, the Company entered into a sale and purchase agreement to
transfer its 20% equity interest in Shenzhen Ping An Industries Co., Ltd. ("Ping An
Industries”) to Shenzhen Ping An Property Investment and Management Co., Ltd. (“Ping
An Property”). After such transfer, the Group's equity interest in Ping An Industries decreased
t0 99.26%.

On September 28, 2004, the Company entered into a sale and purchase agreement to
transfer its 30% equity interest in Ping An Property to Ping An Trust. After such transfer,
the Group's equity interest in Ping An Property decreased 10 99.26%.

On December 13, 2004, the Company established Ping An Annuity Insurance Company of
China, Ltd. ("Ping An Annuity”). The other four shareholders of Ping An Annuity are Ping
An Life Insurance Company of China, Ltd. ("Ping An Life"”), Ping An Property & Casualty
insurance Company of China, Ltd. (“Ping An Property & Casualty”), Ping An Trust and Ping
An Industries. The paid-up capital of Ping An Annuity is RMB300,000,000 and the Group's
total equity interest amounts to 99.95%.

On December 29, 2004, with the approval of the China Securities Regulatory Commission,
Ping An Trust acquired a 10.88% equity interest in Ping An Securities Company Ltd. (“Ping
An Securities”) from certain shareholders of Ping An Securities. Upon completion of such
transfer, the Group’s equity interest in Ping An Securities increased to 74.44%.

During 2004, Shanghai Mingxin Real Estate Development Co., Ltd. was liquidated. All of
its assets and liabilities were taken over by Ping An Life.

SEGMENT REPORTING

The Group’s business segment information is currently divided into four business segments ~ life
insurance business, property and casualty insurance business, corporate business, and other
business. Segment net profit represents revenue less expenses directly attributable to a segment
and the relevant portion of enterprise revenue less expenses that can be allocated on a reasonable
basis to a segment, whether from external transactions or from transactions with other segments
of the Group.
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5. SEGMENT REPORTING (continued)

Segment assets and liabilities mainly comprise those operating assets and liabilities that are
directly attributable to the segment or can be allocated to the segment on a reasonable basis.
Segment assets are determined after deducting related allowances that are reported as direct
offsets in the Group’s consolidated balance sheet. The Group's revenue and net profit for the
year were mainly derived from the above activities in the PRC. Accordingly, no further segment
analysis by geographical area is provided.

The segment analysis as of and for the year ended December 31, 2004 is as follows:

Property and

Life casualty
insurance insurance Corporate Others Elimination Total
RMB Million RMB Million RMB Million RMB Million RMB Million RMB Million

Revenue
Gross written premiums and

policy fees 49,899 10,150 - - - 60,049
Less: Premiums ceded to reinsurers (813) (3,309) - - - (4,122)
Increase in unearned premium

reserves, net (114) (1,027) - - - (1,191)
Net earned premiums 48,972 5.764 - - - 54,736
Reinsurance commission income 234 1,142 - - - 1.376
Net investment income 6,517 295 439 79 (69) 7,261
Realized and unrealized gains/{losses) (755) (51) 2 E3| - (773)
Other income 276 30 48 328 (31) 651
Total revenue 55,244 7,180 489 438 (100) 63,251

Change in deferred policy

acquisition costs 2,071 190 - - - 2,261
Claims and policyholders' benefits (12,033) (4,440) - - - (16,473)
Increase in policyholders reserves (33,967) - - - - (33,967)
Commission expenses (4,577) (678) - - - (5,255)
General and administrative

expenses (3,653) (1,742) (171) (387) 31 (5,922)
Finance costs (16) (8) - (22) - (42)
Provision for insurance

guarantee fund (32) (74) - - - (106)
Total expenses (52,207) (6,748) (171) (409) 31 {(59,504)
Operating profit 3,037 432 318 29 (69) 3,747
Income taxes (333) (215) (46) v)] - (601)
Minority interests - - - (2) (28) (30)
Net profit 2,704 217 272 20 (97) 3,116

: Ping An Insurance (Eroup) Compsiny




5. SEGMENT REPORTING (continued)

Property and

Life casualty
insurance insurance Corporate Others Elimination Total
RMB Million RMB Million RMB Million RMB Million RMB Million RMB Mittion

Balance sheet

Investment in an associate - - - 3 - 3
Other investments 180,993 7,579 19,619 2,214 (8,964) 201,441
Other assets 42,839 8,066 7,770 4,731 (354) 63,052
Gross assets 223,832 15,645 27,389 6,948 {9,318) 264,496
Policyhoiders’ and other reserves 198,031 11,995 - - - 210,026
Other liabilities 19,678 1,989 1,477 2,992 (350) 25,786
Gross liabilities 217,709 13,984 1,477 2,992 (350) 235,812

Depreciation, and amortization

of land use rights and goodwill 350 117 1 101 - 569
Impairment losses recognized 35 15 - 23 - 73
Capital expenditure 361 87 8 14 - 470

Total other non-cash expenses
charged to consolidated results (26) (26) - 1 - (51)
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SEGMENT REPORTING (continued)

The segment analysis as of and for the year ended December 31, 2003 is as follows:

Property and

Life casualty
insurance insurance Corporate Others Elimination Total
RMB Million RMB Mitlion RMB Million RMB Million RMB Million RMB Million
Revenue
Gross written premiums and
palicy fees 55,043 8,091 - - - 63,134
Less: Premiums ceded to reinsurers (981) (2,819) - - - (3,800
Increase in unearned premitm
reserves, net (256) (229) - - - (485)
Net earned premiums 53,806 5,043 - - - 58,849
Reinsurance commission income 371 876 - - - 1,247
Net investment income 5,356 260 229 103 - 5,948
Realized and unrealized gains 302 43 - 50 - 395
Qther income 123 2 - 59 - 184
Total revenue 59,958 6,224 229 212 - 66,623
Change in deferred policy
acquisition costs 2,848 37 - - - 2,885
Claims and policyholders’ benefits (10,826) (3,960) - - - (14,786)
Increase in palicyholders’ reserves 40,217) - - - - (40,417)
Commission expenses (5,074) (602) - - - (5,676)
General and administrative
expenses (4,007) (1,310) (32) (159) 3 {5,505)
Finance costs (205) (15) - (4) - (224)
Provision for insurance
guarantee fund (28) (56) - - - (84)
Total expenses (57,709) (5,906) (32) (163) 3 (63,807)
Operating profit 2,249 318 197 49 3 2,816
Share of profits of an associate - - - 5 - 5
Income taxes (299) (222) 27 - - (494)
Minority interests - - - {5) {2) (7)
Net profit 1,950 96 224 49 1 2,320




5. SEGMENT REPORTING (continued)

Property and

Life casualty
insurance insurance Corporate Others Elimination Total
RMB Million RMB Million RMB Million RMB Million RMB Million RMB Million

Balance sheet

Investment in an associate - - - 3 - 3
Other investments 143,371 5,874 12,798 2,055 (8,181) 155917
Other assets 39,445 6,765 227 4719 (1,032) 50,124
Gross assets 182,816 12,639 13,025 6,777 (9,213) 206,044
Policyholders’ and other reserves 163,556 9,508 - - - 173,064
Other liabilities 15,414 1,581 64 3,654 {1,032 19,691
Gross liabilities 178,970 11,099 64 3,654 (1,032) 192,755

Depreciation, and amortization

of land use rights and goodwill 337 122 - 16 - 475
Impairment losses recognized 3 - - 32 - 35
Capital expenditure 614 131 1 2 (5) 743

Total other non-cash expenses
charged to consolidated results 28 56 - - - 84
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6. WRITTEN PREMIUMS AND POLICY FEES

2004 2003
RMB Miilion RMB Million
Gross written premiums, policy fees and premium deposits
as reported in accordance with PRC GAAP 65,618 67,497
Less: Business tax and surcharges (739) (552)
Gross written premiums, policy fees and premium deposits
(net of business tax and surcharges) 64,879 66,945
Less: Premium deposits allocated to separate
(investment-linked) accounts
Individual life (2,882) (2,951)
Group insurance (534) (860)
Less: Premium deposits allocated to universal life
contract deposits
Individual life (1,333) -
Bancassurance (81) -
Gross written premiums and policy fees 60,049 63,134
Gross
Life
Individual life
First year premiums and policy fees 7,628 9,023
Renewal premiums and policy fees 28,321 25,594
35,949 34,617
Bancassurance
First year premiums and policy fees 5,639 10,443
Renewal premiums and policy fees 197 119
5,836 10,562
Group insurance 8,114 9,864
Life business gross written premiums and policy fees 49,899 55,043
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WRITTEN PREMIUMS AND POLICY FEES (continued)

Gross (continued)

2004 2003
RMB Million RMB Million
Property and casualty
Automobile insurance 6,232 4,589
Non-automobile insurance 3,545 3,351
Accident and health insurance 373 151
Property and casualty business gross written premiums 10,150 8,091
Gross written premiums and policy fees 60,049 63,134
Net of reinsurance premiums ceded
Life
individual life 35,668 34,049
Bancassurance 5,836 10,562
Group insurance 7,582 9,451
49,086 54,062
Property and casualty
Automobile insurance 4,902 3,617
Non-automobile insurance 1,654 1,534
Accident and health insurance 285 121
6,841 5,272
Net written premiums and policy fees 55,927 59,334

iG] Chine, Leds AnnuaEREpems
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7. [INVESTMENT INCOME

(1) Net investment income

2004 2003
RMB Million RMB Million

Interest income on fixed maturity investments
Bonds 3,074 2,142
Term deposits 3,592 3,520
Others 72 118

Dividend income on equity investments

Equity investment funds 382 69
Equity securities 1 -
Operating lease income from investment properties 130 99
Total 7.261 5,948
Yield of net investment income (% per annum) 4.1 4.1

The investment yield is computed geometrically using the monthly investment yields, while
the monthly investment vyields are, in turn, derived from the Modified Dietz method.

(2) Realized and unrealized gains/(losses)

2004 2003

RMB Million RMB Million

Fixed maturity investments 22 (8)

Equity investments (789) 398

Derivative financial assets (6) -

Other investments - 5

Total (773) 395
(3) Total investment income

2004 2003

RMB Million RMB Million

Net investment income 7,261 5,948

Realized and unrealized gains/{losses) (773) 395

Total 6,488 6,343

3.6 4.5

Yield of total investment income (% per annum)

The vield of total investment income is computed using the same method for the investment

yield of net investment income.

Pling A Thetrance (Crovp) Co




OTHER INCOME

2004 2003

RMB Million RMB Million

Securities brokerage commission 145 26

Investment-linked business administration fees 146 119

Securities underwriting commission 102 20

Exchange gains/(losses), net 3 -

Interest income on due from banks 9 -

Cthers 246 19

Total 651 184
CLAIMS AND POLICYHOLDERS® BENEFITS

2004

Gross Ceded Net

RMB Million RMB Million RMB Million

Claims and claim adjustment expenses 9,292 (2,307) 6,985

Surrenders 3,866 - 3,866

Annuities 2,287 - 2,287

Maturities 2,506 - 2,506

Policyholder dividends and provisions 822 - 822

Interest credited to policyholders’
contract deposits 7 - 7
Total 18,780 (2,307) 16,473
2003

Gross Ceded Net

RMB Million RMB Million RMB Million

Claims and claim adjustment expenses 8,958 {(2,284) 6,674

Surrenders 3,010 - 3,010

Annuities 1,635 - 1,635

Maturities 2,479 - 2,479

Policyholder dividends and provisions 988 - 988

Total 17,070 (2,284) 14,786
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10. OPERATING PROFIT

(1

Operating profit is arrived at after charging/(crediting) the following items:

2004 2003
RMB Million RMB Million
Employee costs, excluding directors’ emoluments (10(2)) 2,720 2,471
Depreciation of investment properties 66 55
Depreciaticn of property, pfant and equipment 460 399
Amortization of land use rights 19 21
Amortization of goodwill 24 3
Loss on disposal of property, plant and equipment, net 10 2
Impairment losses for investment properties,
property, plant and equipment, construction-
in-progress, and land use rights 73 35
Write-back of provision for doubtful debts, net (39) -
Write-back of provision for loans (12) -
Auditors’ remuneration 10 2
Cperating lease payments in respect of land and
buildings 521 524
Employee costs, excluding directors’ emoluments
2004 2003
RMB Million RMB Million
Wages, salaries and bonuses 2,225 2,077
Retirement benefits, social security contributions
and welfare benefits 495 394
Total 2,720 2,471

7 Ping An Insurance (Group) Company of Ching, Led: Andual Report2004




11. INCOME TAXES

According to the “Provisional Regulations of the PRC on Enterprise Income Tax”, the taxable
income of the Group represents its income for financial reporting purposes, net of deductible
items for income tax purposes. The enterprise income tax rates applicable to the Group, the
subsidiaries and their branches during the year are as follows:

Tax Subsidiaries and branches Tax rate
Enterprise income tax in the PRC - Located in Special Economic Zones 15%
- Located outside Special Economic Zones 33%

Hong Kong profits tax - Subsidiaries in Hong Kong Special
Administrative Region 17.5%
2004 2003
RMB Million RMB Million
Current income tax of the Group 572 635

Share of tax attributable to an associate - -

Total current income tax 572 635

Deferred tax relating to the origination and reversal of
temporary differences:

Provision for policyholders’ reserves (246) (349)
Provision for claim reserves (81) (43)
Provision for unearned premium reserves 41 (5)
Deferred policy acquisition costs 339 432
Fair value adjustment on held-for-trading investments 7 (25)
Others (31) (5)
Total deferred tax . 29 5
601 640

Less: Tax refund - (146)
Income taxes 601 494

nee (Croup) Company oF Chings Ldannt
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11.

12.

13.

INCOME TAXES (continued)

A numerical reconciliation between the tax expense and the product of accounting profit multiplied

by the main applicable tax rate of 15% is as follows:

2004 2003
RMB Million RMB Millian
Accounting profit before income tax and minority interests 3,747 2,821
Tax computed at the main applicable tax rate of 15% 562 423
Tax effect of income not taxable in determining
taxable income (423) (215)
Tax effects of expenses not deductible in determining
taxable income 393 225
Tax effect of higher tax rate for branches and entities
(in the PRC) that are located outside
the Special Economic Zones 69 207
Income taxes 601 640
DIVIDENDS
2004 2003
RMB Million RMB Million
Proposed dividends — RMBO.14 per ordinary share
(2003: RMB0.12 per ordinary share) 867 592
Paid in the year 518 493

EARNINGS PER SHARE

The basic earnings per share for the year is computed by dividing the net profit for the year by
the weighted average number of 5,588,324,591 shares in issue during 2004 (2003: 4,933,333,334

shares in issue as adjusted to refiect the capitalization issue on December 19, 2003).

The Company had no dilutive potential shares, hence no diluted earnings per share amount is
presented.




14.

BONDS
2004 2003
RMB Million RMB Mitlion
Held-to-maturity, at amortized cost 66,618 32,332
Loans originated, at amortized cost 27,925 19,170
Available-for-sale, at fair value 15,658 14,564
Held-for-trading, at fair value 2,664 2,111
Total 112,865 68,177
Government bonds 70,439 38,248
Finance bonds 27,364 19,155
Corporate bonds 15,062 10,774
Total 112,865 68,177
Listed 40,479 31,972
Unlisted 72,386 36,205
Total 112,865 68,177
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15. TERM DEPOSITS, DUE FROM BANKS, AND CASH AND CASH EQUIVALENTS

The following tables set forth term deposits, due from banks, and cash and cash equivalents
placed with major commercial banks in the PRC in terms of aggregates held by the Group.

2004
Cash and
Term Due from cash
deposits banks equivalents Total
RMB Million RMB Million RMB Million RMB Million
Top five banks
Bank of China Limited 9,463 99 4,993 14,555
Industrial and Commercial Bank of China 8,518 - 1,539 110,057
China Construction Bank Corporation 8,000 - 1,149 9,149
China Minsheng Banking Corp., Ltd. 8,790 99 - 8,889
Guangdong Development Bank 8,237 ~ 412 8,649
Other banks
Agricultural Bank of China 2,405 ~ 1,407 3,812
The Hongkong and Shanghai Banking
Corporation Limited 157 ~ 2,830 2,987
Others 34,750 241 2,924 37,915
Total 80,320 439 15,254 96,013
2003
Cash and
Term cash
deposits equivalents Total
RMB Million RMB Million RMB Million
Top five banks
Bank of China Limited 10,167 1,468 11,635
China Construction Bank Corporation 9,700 837 10,537
Guangdong Development Bank 8,381 623 9,004
China Minsheng Banking Carp., Ltd. 8,847 - 8,847
Industrial and Commercial Bank of China 4,900 1,607 6,507
Other banks
Agricultural Bank of China 1,901 776 2,677

Others

Total

]
©
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18.

EQUITY INVESTMENT FUNDS

Fair value
2004 2003
RMB Million RMB Million
Available-for-sale 2,336 -
Held-for-trading 3,413 4,648
Total 5,749 4,648
Listed 1,402 1,824
Unlisted 4,347 2,824
Total 5,749 4,648
EQUITY SECURITIES
2004 2003
RMB Million RMB Million
Available-for-sale (unlisted), at cost
and net of impairment losses 211 200
Held-for-trading (listed), at fair value 55 40
Total 266 240
DERIVATIVE FINANCIAL ASSETS
Fair value
2004 2003
RMB Million RMB Million
Options embedded in convertible bonds 62 -
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19.

INVESTMIENTS [N SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as of December 31, 2004 are set out below:

Name

Ping An Life

Ping An Property &
Casualty

Ping An Trust

Ping An Securities

Ping An Bank

Ping An Annuity

China Ping An Insurance
Overseas (Holdings)
Limited

China Ping An Insurance
{Hong Kong) Company
Limited

Shenzhen Ping An Futures
Brokerage Co., Ltd.

Ping An Industries

Ping An Property

Beijing Ping An Real Estate
Development Co., Ltd.

Fuzhou Ping An Real Estate
Development Co., Ltd.

Date/place of
incorporation

December 17, 2002
The PRC

December 24, 2002
The PRC

November 19, 1984
The PRC

July 18, 1996
The PRC

January 8, 1993
The PRC

December 13, 2004
The PRC

October 24, 1996
Hong Kong

August 17, 1976
Hong Kong

April 10, 1996
The PRC

November 24, 1992
The PRC

January 6, 1995
The PRC

January 18, 1994
The PRC

March 28, 1994
The PRC

Attributable equity

DUAdLTITICTIL

Interest

Direct

99.00%

99.00%

99.26%

95.00%

100.00%

74.44%

72.46%

4.95%

75.00%

99.26%

99.26%

99.26%

99.00%

74.25%

Registered and
paid-up capital

(RMB unless

Indirect otherwise stated)

3,800,000,000

1,600,000,000

2,700,000,000

1,000,000,000

US$50,000,000

300,000,000

HK$55,000,000

HK$80,000,000

30,000,000

20,000,000

20,000,000

US$12,000,000

595,000,000

Principal activities

Life insurance activities

Property and casualty
insurance activities

Investment and financing
activities

Security investment and
brokerage activities

Banking activities
Annuity insurance
activities

Investment holding

Property and casualty
insurance activities

Futures brokerage
activities

Investment activities

Property management

Development of property
in Beijing {completed)

Cevelopment of property
in Fuzhou (completed)




20. INVESTMENT IN AN ASSOCIATE

Details of the principal associate of the Group are as follows:

Attributable

Date/place of equity  Registered and
Name incorporation interest  paid-up capital  Principal activities
indirect RMB
Zhong An Pawn Shop Co., Ltd. March 28, 1993 29.78% 10,000,000  Pawning activities
The PRC

27. INVESTMENT PROPERTIES

2004 2003
RMB Million RMB Million

Cost

Beginning of year 1,670 1,791

Transfer from property, plant and equipment 384 -

Transfer to property, plant and equipment (85) (121)

End of year 1,969 1,670
Accumulated depreciation and impairment losses

Beginning of year 337 297

Charge for the year 66 55

Transfer 1o property, plant and equipment (13) {(35)

Impairment losses 75 20

End of year 465 337
Net book value

End of year 1,504 1,333

Beginning of year 1,333 1,494
Fair value 1,891 1,643

The Group is still in the process of applying for title certificates for investment properties with a
net book value of RMB384 million as of December 31, 2004 (2003: RMB474 million).

The fair value of the investment properties as of December 31, 2004 was estimated by the
directors of the Company having regard to a valuation as of March 31, 2004 performed by a firm
of independent valuers.

ing An Insura

==
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22. PREMIUNM RECEIVABLES

2004 2003

RMB Million RMB Million

Premium receivables 681 529
Less: Provision for doubtful receivables (64) (90)
Premium receivables, net 617 439

Provision is made on a periodic basis for the amounts that are considered uncollectible. The
credit terms available to property and casualty insurance customers is generally for a period of
one month, extending up to five months for major customers. Qverdue balances are reviewed

regularly by senior management.

An aging analysis of premium receivables is as follows:

2004 2003

RMB Million RMB Million

Within 3 months 543 381

Over 3 and within 6 months 62 54

Over 6 and within 12 months 12 3
Over 12 months -

Total 617 439

The Group has relevant credit control procedures for premium receivables aged over the credit

terms provided to the policyholders.

23. INTEREST RECEIVABLES
Group

Interest receivables
Less: Provision for doubtful receivables

2004 2003
RMB Million RMB Million
382 316

Interest receivables, net




23. INTEREST RECEIVABLES (continued)

Company
2004 2003
RMB Million RMB Million
Interest receivables 126 10
Less: Provision for doubtful receivables - -
Interest receivables, net 126 10

Provision is made on the amounts of receivables that are considered uncollectible. Interest
receivables are expected to be recovered within one year.

24. REINSURANCE ASSETS

2004 2003
RMB Million RMB Million
Ceded unearned premiums reserves 2,500 2,521
Anticipated claims recoverable from reinsurers
in respect of outstanding claims 1,742 1,338
Due from reinsurance companies
in respect of claims paid and other balances 114 44
Total ' 4,356 3,903
25. DEFERRED POLICY ACQUISITION COSTS
RMB Million
As of January 1, 2003 17,476
Deferred 7,483
Amortized (4,598)
As of December 31, 2003 20,361
Deferred 6,875
Amortized (4,614)
As of December 31, 2004 22,622

Clitier L= Aans
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26. PROPERTY, PLANT AND EQUIPMENT

Group
Office
equipment,
Leasehold furniture Motor
improvements Buildings and fixtures vehicles Total
RMB Million ~ RMB Million ~ RMB Million ~ RME Million ~ RMB Million
Cost
Beginning of year 667 2,530 1,339 433 4,969
Additions 25 119 161 69 374
Acquisition of Ping An Bank - - 2 1 3
Transfer to investment properties - (384) - - (384)
Transfer from investment properties - 85 - - 85
Disposals - (14) (76) {55) {145)
End of year 692 2,336 1,426 448 4,902

Accumulated depreciation and
impairment losses

Beginning of year 399 326 767 330 1,822
Charges for the year 124 100 207 35 460
Acquisition of Ping An Bank - - 1 1 2
Disposals - {3) (60) {50) (113)
Transfer from investment properties - 13 - - 13
Impairment losses - 22 (39) - (7
End of year 523 458 870 316 2,167

Net book value
End of year 169 1,878 556 132 2,735

Beginning of year 268 2,204 572 103 3,147

The Group is still in the process of applying for the title certificates for its buildings with a net
book value of RMB282 million as of December 31, 2004 (2003: RMB418 million).




26.

PROPERTY, PLANT AND EQUIPMENT (continued)

Company
Office
equipment,
furniture and
fixtures
RMB Million
Cost
Beginning of year
Additions
End of year

Accumulated depreciation and impairment losses
Beginning of year
Charges for the year

End of year

Net book value
End of year

Beginning of year
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27. CONSTRUCTION-IN-PROGRESS

2004 2003
RMB Million RMB Mitlion
Cost
Beginning of year 157 202
Additions 122 155
Transfer to fixed assets (49) (103)
Disposals - (37)
End of year 230 157
Accumulated impairment losses
Beginning of year 11 59
Provision for the year 15 (8)
Disposals - (40)
End of year 26 1M1
Net book value
End of year 204 146
Beginning of year 146 143

Construction-in-progress mainly represents construction costs on properties.

28. LAND USE RIGHTS

Land use rights are acquired under PRC laws for fixed periods, and the related cost is amortized
on a straight-line basis. All of the Group’s land use rights are related to lands located in the PRC.
The net book value of the land use rights as of December 31, 2004 is expected to be amortized
over the lease terms ranging from 50 to 70 years (2003: 50 to 70 years).

The Group is still in the process of applying for the title certificates for land use rights with a net
book value of RMB644 million as of December 31, 2004 (2003: RMB636 million). Qut of this
amount, RMB552 million (2003: RMB543 million) represents costs incurred to acquire lands in
Shanghai for the construction of new properties. In the opinion of the Company’s management,
adequate provision for impairment losses has been made for land use rights without title certificates
as of December 31, 2004.




29.

GOODWILL
2004 2003
RMB Million RMB Million
Cost
Beginning of year 244 -
Addition 105 244
End of year 349 244
Accumulated amortization and impairment losses
Beginning of year 3 -
Amortization for the year 24 3
End of year 27 3
Net book value
End of year 322 241
Beginning of year 241 -
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30.

31.

DEFERRED INCOME TAX ASSETS/LIABILITIES

2004 2003
RMB Million RMB Million
Net deferred income tax assets, beginning of year 293 199
Recognized as income or expenses during the year (29) (5)
Recognized in equity during the year 88 99
Net deferred income tax assets, end of year 352 293
Deferred income tax assets
Provision for policyholders’ reserves 3,390 3,144
Provision for claim reserves 167 86
Provision for unearned premium reserves 42 72
Fair value adjustment on held-for-trading and
available-for-sale investments 122 41
Others 38 19
Total 3,759 3,362
Deferred income tax liabilities
Deferred policy acquisition costs 3,393 3,054
Provision for unearned premium reserves 1M -
Others 3 15
Total 3,407 3,069
STATUTORY DEPQOSITS
2004 2003
RMB Million RMB Million
Ping An Life 760 760
Ping An Property & Casualty 440 440
Total 1,200 1,200

Ping An Life and Ping An Property & Casualty have made statutory deposits of RMB760 million
and RMB440 million, respectively, with PRC banks as of December 31, 2004. Such depaosits are
made in accordance with the PRC Insurance Law based on not less than 20% of the respective

registered capital of the said subsidiaries of the Company.
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32.
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STATUTOQRY DEPOSITS (continued)

2004 2003
RMB Million RMB Million
Maturing:
Within 1 year 300 -
1 -5 years 900 1,200
Total 1,200 1,200
SHARE CAPITAL
Number of shares
registered, issued
and fully paid Nominal
at nominal value value of
RMB1 each share capital
RMB Million
As of January 1, 2004 4,933,333,334 4,933
Issued on initial public offering 1,261,720,000 1,262
As of December 31, 2004 6,195,053,334 6,195

On June 24, 2004, 1,261,720,000 ordinary shares of RMB1 each were issued at HKD10.33
(equivalent to approximately RMB10.96) each for a total cash consideration, before issue expenses,

of RMB13,826 million through an initial public offering.

On December 19, 2003, the Company's paid-in capital was increased to RMB4,933,333,334 by
the creation of 2,466,666,667 additional shares of nominal value RMB1 each. Such additional
shares were credited as fully paid by capitalization of the Company’s capital reserve in the
amount of RMB2,466,666,667.
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33. RESERVES
Group

The amounts of the Group’s reserves and the movements therein for the current and prior years
are presented in the consolidated statement of changes in equity of the financial statements.

Company
Reserves
Net
Revenue Common unrealized
Capital reserve welfare General gains/ Retained
reserve fund fund reserve (losses) profits Total

Notes RMB Million ~ RMB Million ~ RMB Million ~ RMB Million ~ RMB Million ~ RMB Million ~ RMB Million

Balance, January 1,
2003 5,284 2,880 381 395 - 280 9,220

Transfer from capital

reserve to share

capital {2,466) - - - - - (2,466)
Net profit for

the year ended

December 31, 2003 - - - - - 2,320 2,320
Net losses on

available-for-sale

investments - - - - (768) - (768)
Net losses on

available-for-sale

investments removed

from equity and

reported

in net profit - - - - 107 - 107
Deferred tax

recognized, net 30 - - - - 99 - 99
Appropriation to

discretionary reserve - 1,057 - - - {1,057) -
2002 dividengs declared - - - - - {493) (493)
Appropriations to

statutory reserves - AN 105 - - (316) -
Balance, December 31,

2003 2,818 4,148 486 395 (562) 734 8,019
fssue of shares through

initial public offering 32 12,564 - - - - - 12,564
Share issue expenses (547) - - - - - (547)

Net profit for

the year ended

December 31, 2004 - - - - - 3,116 3,116
Net losses on

available-for-sale

investments - - - - (659} - (659)
Net losses an

available-for-sale

investments remaved

from eguity and

reported in net profit - - - - 89 - 69
Deferred tax

recognized, net 30 - - - - 88 - 88
2003 dividends declared - - - - - (592) (592)
Appropriations to

statutory reserves - 261 © 130 - - (391) -
Balance, December 31,

2004 14,835 4,409 816 395 (1,064) 2,867 22,058

132 :7 Ping &m Imsuranes (Groi)




33.

RESERVES (continued)

According to the PRC Company Law and the Company’s Articles of Association, the Company
shall set aside 10% of its net profit determined in its statutory financial statements, prepared in
accordance with PRC GAAP, to a statutory revenue reserve fund until the fund has reached 50%
of the Company’s registered share capital. Similarly, not less than 5% of the said net profit shall
be set aside to the statutory common welfare fund. The Company may also make appropriations
from its net profit to the discretionary revenue reserve fund and general reserve provided the
appropriations are approved by a resolution of the shareholders. These reserves cannot be used
for purposes other than those for which they are created.

Profits are used against prior year losses before allocations to the statutory revenue reserve fund
or the statutory common welfare fund. The statutory common welfare fund is used for the
collective welfare of the staff of the Group.

General reserve can be set aside to cover unexpected significant losses incurred by subsidiaries
involved in insurance, trust, security investment and brokerage, and banking business, respectively.

Capital reserve mainly represents share premium arising from the issuance of shares.

Subject to resolutions passed in shareholders’ meetings, the statutory revenue reserve, discretionary
revenue reserve and capital reserve can be transferred to share capital. The balance of the
statutory revenue reserve after transfers to share capital should not be less than 25% of the
registered capital.

In accordance with the relevant regulations, after the Company’s initial public offering, the net
profit after tax of the Company for the purpose of profit distribution is deemed to be the lower
of (i} the retained profits determined in accordance with PRC GAAP and (ii) the retained profit
determined in accordance with IFRS.

As approved by the resolutions passed in the directors’ meetings, profit appropriations of the
Company for the years ended December 31, 2003 and 2004 are as follows:

2004 2003

RMB Million RMB Million

Appropriation to statutory revenue reserve 261 211
Appropriation to statutory common welfare fund 130 105
Cash dividends proposed 867 592

The profit appropriation for the year ended December 31, 2003 was approved in the shareholders’
meeting and by CIRC during 2004,
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34.

35.

36.

37.

RESERVES (continued)

According to the Company’s Articles of Associztion, the Company has to make appropriations to
the statutory revenue reserve and statutory common welfare fund as of each financial year end.
Accordingly, the above appropriations to the statutory revenue reserve and statutory common
welfare fund were incorporated in the consolidated financial statements for the years ended
December 31, 2003 and 2004, respectively. The declaration of cash dividends for the years
ended December 31, 2003 and 2004 were/will be made and approved subseguent to December
31, 2003 and 2004, and accordingly were/will be recorded in the consolidated financial statements
for the respective subsequent year.

CUSTOMERS’ DEPOSITS

The customers’ deposits as of December 31, 2004 represented customers’ funds placed with Ping
An Securities and Ping An Bank.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The carrying value of the fixed maturity securities, which are pledged as collateral for the
collateralized borrowings of the Group, exceeds the amount of borrowings by approximately
10%. Such bonds cannot be sold or repledged by the lender in the absence of default.

INSURANCE GUARANTEE FUND

According to the relevant regulations, during 2004, Ping An Life and Ping An Property & Casualty
are required to provide for an insurance guarantee fund at 1% of the net premiums of property
and casualty insurance, accident insurance, short-term heaith insurance, etc. For Ping An Property
& Casualty, no additional provision is required when the accumulated balance of the provision
reaches 6% of its total assets as determined in accordance with PRC GAAP.

According to a CIRC directive issued on December 30, 2004, in addition to the insurance guarantee
fund provided on the above basis, Ping An Life should, starting from 2005, provide for insurance
guarantee fund at 0.15% of the net premiums of long term life insurance with guaranteed
investment returns and long term health insurance, and at 0.05% of the net premiums of other
long term fife insurance. No additional provision is required when the accumulated balance of
Ping An Life's provision reaches 1% of its total assets as determined in accordance with PRC
GAAP.

The accumulated balance of the insurance guarantee fund as of December 31, 2004 should be
paid to the CIRC by December 31, 2005.

POLICYHOLDERS® CONTRACT DEPOSITS

Policyholders’ contract deposits represent the accumulation of premiums received from universal
life contracts less charges plus interest credited.
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39.

UNEARNED PREMIUM RESERVES

2004
Property
and casualty Life Total
RMB Million RMB Million RMB Million
Gross 7,571 1,901 9,472
Ceded (2,146) (354) (2,500)
Net 5,425 1,547 6,972
2003
Property
and casualty Life Total
RMB Million RMB Million RMB Million
Gross 6,353 1,949 8,302
Ceded (2,005) (516) {2,521)
Net 4,348 1,433 5,781
CLAIM RESERVES AND CLAIMS RECOVERABLE
Property
and casualty Life Total
RMB Million RMB Million RMB Million
As of January 1, 2004
Gross claim reserves 3,155 1,662 4,817
Less: Reinsurance recoverable (1,178) (160) (1,338)
Net claim reserves 1,977 1,502 3,479
Add: Claims and claim adjustment
expenses incurred, net 4,440 2,545 6,985
Less: Claims and claim adjustment
expenses paid, net {3,552) (2,012} (5,564)
As of December 31, 2004
Net claim reserves 2,865 2,035 4,900
Add: Reinsurance recoverable 1,559 183 1,742
Gross claim reserves 4,424 2,218 6,642
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39. CLAIM RESERVES AND CLAIMS RECOVERABLE (continued)

Property
and casualty Life Total
RMB Million RMB Million RMB Million
As of January 1, 2003
Gross claim reserves 2,263 573 2,836
Less: Reinsurance recoverable (703) (73) (776)
Net claim reserves 1,560 500 2,060
Add: Claims and claim adjustment
expenses incurred, net 3,960 2,714 6,674
Less: Claims and claim adjustment
expenses paid, net (3,543) (1,712) (5,255)
As of December 31, 2003
Net claim reserves 1,977 1,502 3,479
Add: Reinsurance recoverable 1,178 160 1,338
Gross claim reserves 3,155 1,662 4,817

40. POLICYHOLDERS® RESERVES

The liabilities for future life policyholder benefits are accrued when premium income is recognized,
based on the present value of estimated future policy benefits and payments less the present
value of estimated future net premiums to be collected from policyholders. These estimates are
based on the following assumptions:

(a) Interest rates are based on management's estimates of future yields on the Group's
investments. In determining the interest rate assumptions, the Company considers past
investment experience, the current and future asset allocation and expected return for
each asset class. As of December 31, 2004, for the purposes of gross premium reserve
valuation and liability adequacy test on a portfolio basis, the best estimate interest rate is
assumed to be 4.75% (2003: 5%).

{b)  Mortality and morbidity rates, varying by age of the insured, and lapse rates, varying by
contract type, are based upon expected experience at the date of contract issue plus,
where applicable, a margin for adverse deviation. The mortality, morbidity and lapse
assumptions are based on experience studies of the Company’s actual experience.

(¢)  The assumption for policy administration expenses is determined based on expected unit
costs plus, where applicable, a margin for adverse deviation. Unit costs have been based
on an analysis of actual experience.
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42,

POLICYHOLDERS® RESERVES (continued)

(d)  The amount of policyholder dividends to be paid is determined on an annual basis.
Policyholder dividends are determined based on the insurance contracts, relevant regulations
and the Group's distribution basis, and comprise life policyholders’ share of net income
and allowable unrealized gains of investments. Investment, mortality and morbidity results
may be passed through by experience credits or as an adjustment to the premium
mechanism, subject to the relevant regulations.

ASSETS MANAGED UNDER TRUST

Ping An Trust and Ping An Securities collect and manage cash investments on behalf of external
third parties. The total assets held in trust are as follows:

2004 2003

RMB Million RMB Million

Ping An Trust 1,084 189
Ping An Securities - 112

FINANCIAL RISK MANAGENMENT
Product risk

Product risk is the risk of loss due to actual experience emerging differently from the assumed
when the product was designed and priced, as a result of investment returns, expenses, claims,
and policyholder behavior. The Group controls this risk through closely monitoring its product
designing, pricing, and actual claims experience. Product risk is also mitigated through the use of
aggregate retention limits and through catastrophe reinsurance.

Mismatching risk of asset and liability

The objective of the Group’s asset and liability management is to match assets with liabilities on
the basis of both duration and interest rate. In the current regulatory and market environment,
however, the Group is unable to invest in assets that have a duration of sufficient length to
match the duration of its life insurance liabilities. When the regulatory and market environment
permit, however, the Group intends to lengthen the duration of its assets by matching the new
liabilities of lower guarantee rates, while narrowing the gap of existing liabilities of higher
guarantee rate.

Market risk

Market risk is the risk of potential loss to future earnings, fair values or future cash flows that
may result from changes in the value of a financial instrument as a result of changes in interest
rates, market prices and other factors that affect market risk sensitive instruments. Market risk is
attributed to all market risk sensitive financial instruments.
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk

Credit risk is the risk of economic loss resulting from the failure of one of the Group’s obligors to
make any payment of principal or interest when due, in the case of fixed income investments or,
in the case of an equity investment, the loss in value resulting from a corporate failure. The
Group is exposed to credit risks primarily associated with its deposit arrangements with commercial
banks, investments in bonds issued by PRC companies and reinsurance arrangements with
reinsurers. The Group mitigates credit risk by utilizing detailed credit controf policies, undertaking
credit analysis on potential investments, and imposing aggregate counter party exposure limits
within its investment portfolio.

Liquidity risk

Liquidity risk is the risk of not having access to sufficient funds to meet the Group's obligations
as they become due. The Group is exposed to liquidity risk on insurance policies that permit
surrender, withdrawal or other forms of early termination. The Group seeks to manage its
liguidity risk by matching to the extent possible the duration of its investment assets with the
duration of its insurance policies.

Concentration risk

Concentration risk is the risk of incurring a major loss as a result of having a significant portion
of the Group's investments concentrated in a single entity, group of related entities or industry
segment. The Group seeks to control concentration risk by limiting the amount of investment in
any single entity or group of related entities.

Foreign currency risk

Foreign currency risk is the risk of loss resulting from changes in foreign currency exchange rates.
Fluctuations in exchange rates between the Renminbi and other currencies in which the Group
conducts business may affect its financial condition and results of operations. The Group seeks to
limit its exposure to foreign currency risk by minimizing its net foreign currency position.

Operational risk

Operational risk is the risk of loss resulting from inadequate or failure of proper internal controls
on business processes, people and systems or from uncontrollable external events. The Group is
exposed to many types of operational risks in the conduct of its business from inadequate or
failure to obtain proper authorizations, supporting documentations and ensuring operational and
informational security procedures as well as from frauds or errors by employees. The Group
attempts to manage operational risk by establishing clear policies and requiring well-documented
business processes to ensure transactions are properly autheorized, supported and recorded.




43. FINANCIAL INSTRUMENTS
(1) Maturity profile

Bonds
2004
Held-to- Loans Available- Held-for-
maturity  originated for-sale trading Total
RMB Million RMB Million RMB Million RMB Million RMB Million
Within 1 year 76 1,626 - 984 2,686
1 -2 years 132 - 315 120 567
2 - 3 years 1,388 282 906 43 2,619
3 -4 years 3,823 562 1,080 576 6,041
4 -5 years 2,367 1,473 3,882 201 7,923
More than 5 years 56,909 21,871 6,658 367 85,805
Floating rate 1,923 2,11 2,817 373 7,224
Total 66,618 27,925 15,658 2,664 112,865

Effective interest rate

{% per annum) 1.95-7.02 1.90-6.31 1.90-6.27 2.53-6.15 1.90-7.02
2003
Held-to- Loans Available- Held-for-
maturity originated for-sale trading Total

RMB Million  RMB Million ~ RMB Million ~ RMB Million ~ RMB Million

Within 1 year 285 496 6,447 1,098 8,326
1~ 2 years 1 1,626 - - 1,627
2 - 3 years 134 - 30 - 164
3 - 4 years 1,240 282 129 - 1,651
4 -5 years 3,185 777 835 527 5,324
More than 5 years 25,880 14,186 4,714 225 45,005
Floating rate 1,607 1,803 2,409 261 6,080
Total 32,332 19,170 14,564 2,111 68,177

Effective interest rate
{% per annum) 1.95-5.13 1.00-5.10 1.90-5.08 2.53-3.72 1.00-5.13

Interest on bonds with floating rate is repriced at intervals of no more than one year.
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FINANCIAL INSTRUMENTS (continued)

(1)

Maturity profile (continued)

Other loans originated

Group
2004
Loans and
Term advances to Due from
deposits Policy loans customers banks
RMB Million RMB Million RMB Million RMB Million
Within 1 year 8,549 545 63 352
1 -2 years 16,079 - - 62
2 — 3 years 26,962 ~ 39 25
3 - 4 years 10,550 - - -
4 -5 years 857 - - -
More than 5 years 17,323 - 28 -
Total 80,320 545 130 439
Effective interest rate (% per annum) 1.45-8.80 5.50-7.50 2.77-5.85 2.05-3.03
2003
Securities
purchased

under Loans and
Term  agreements advances to
deposits to resell  Policy loans customers
RMB Million  RMB Million  RMB Million  RMB Million
Within 1 year 3,689 2,968 297 21
1 -2 years 5,580 - - -
2 - 3 years 17,201 - - -
3 - 4 years 29,620 - - -
4 -5 years 10,570 - - -
More than 5 years 11,573 - - -
Total 78,233 2,968 297 21

Effective interest rate
(% per annum) 0.50-7.50 2.46-7.50 5.50-7.50 15.00-30.00
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43.

FINANCIAL INSTRUMENTS (continued)
(1)

Maturity profile (continued)

Other loans originated (continued)

Company
Term deposits
2004 2003
RMB Million RMB Million
Within 1 year 105 323
2 — 3 years 250 -
More than 5 years 10,271 4,388
Total 10,626 4,711
Effective interest rate (% per annum) 1.98-8.80 0.55-5.77
Financial liabilities
2004 2003
Securities Securities
sold under sold under
Customers’ agreements to Customers’ agreements to
deposits repurchase deposits repurchase

Within 1 year

RMB Million RMB Million RMB Million RM8 Million

1,849 601 2,304 200

Effective interest rate (% per annum)

0.00-3.60 1.90-2.40 0.72-1.62 2.14
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43, FINANCIAL INSTRUMENTS (continued)
(2) Fair value

Set out below is a comparison by category of carrying amounts and estimated fair values
of the Group’s major financial instruments.

Carrying amounts Estimated fair values

2004 2003 2004 2003
RMB Million  RMB Million RMB Million ~ RMB Million

Financial assets

Fixed maturity investments

Bonds 112,865 68,177 108,715 67,142
Term deposits 80,320 78,233 80,320 78,233
Policy loans 545 297 545 297
Securities purchased under
agreements to resell - 2,968 - 2,968
Loans and advances to customers 130 21 130 21
Equity investments
Equity investment funds 5,749 4,648 5,749 4,648
Equity securities 266 240 266 240
Derivative financial assets 62 - 62 -
Cash and cash equivalents 15,254 8,017 15,254 8,017
Due from banks 439 - 439 -

Financial liabilities

Customers’ deposits 1,849 2,304 1,849 2,304
Securities sold under
agreements to repurchase 601 200 601 200

The methods and assumptions used by the Group in estimating the fair values of the
financial instruments are:

(@) Fixed maturity investments: fair values are generally based upon guoted market
prices. Where quoted market prices are not readily available, fair values are estimated
using either prices observed in recent transactions or values obtained from discounted
cash flow models using current market yield rate of comparable investments.

(b)  Equity securities: fair values are based on quoted market prices except, certain
common stocks, which are carried at cost as a reasonable estimate of their fair
value.

(c)  Derivative financial assets: fair value represents the difference between the fair
value of the hybrid convertible bond and the fair value of the host bond without
embedded options.

(d)  Other assets and liabilities as shown above: carrying amounts of these assets and
liabilities approximate their fair values.




44, NOTES TO CONSOLIDATED CASH FLOW STATEMENT

(1) Reconciliation from profit before tax and minority interests to cash flows from operating

activities:
Notes 2004 2003
RMB Mitlion RMB Miilion

Profit before tax and minority interests 3,747 2,821
Adjustments for:
Impairment losses for investment

properties, property, plant and

equipment, construction-in-progress,

and land use rights 10(1) 73 35
Depreciation and amortization 10(1) 569 475
Loss on disposal of property, plant

and equipment 10(1) 10 2
Net investment income 7(1) (7,.261) (5,948)
Realized and unrealized losses/(gains) 7(2) 773 (395)
Share of profits of an associate - (5)
Write-back of provision for

doubtful debts, net 10(N) (39) -
Write-back of provision for loans 10(1) (12) -
Finance costs 42 224

Operating loss before working capital changes (2,098) (2,791)
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44. NOTES TO CONSOLIDATED CASH FLOW STATEMENT (continued)

(1) Reconciliation from profit before tax and minority interests to cash flows from operating
activities: (continued)

2004 2003
RMB Million RMB Million
Operating loss before working capital
changes (2,098) (2,791)
Changes in operational assets and liabilities:
Decrease in due from banks 20 -
Increase in premium receivables (152) (47)
Increase in reinsurance assets (453) (966)
Increase in statutory deposits - (756)
Increase in deferred policy acquisition costs (2,261) (2,885)
Decrease/(increase) in other assets 341 (250)
Decrease in customers’ deposits (457) (188)
Decrease in premiums received in advance (502) (475)
Increase/(decrease) in commission payable 59 (47)
Increase in claim reserves 1,825 1,881
Decrease in due to reinsurers (105) (13)
Increase in policyholders’ contract deposits 1,411 -
Increase in unearned premium reserves 1,170 888
Increase in policyholders’ reserves 33,967 40,417
Increase in policyholder dividend payable
and provisions 788 424
Increase in insurance guarantee fund 117 84
Increase in other liabilities 1,108 595
Cash generated from operations 34,778 35,971
Income taxes refunded - 146
Income taxes paid (408) (939)

Net cash inflows from operating activities 34,370 35,178




44, NOTES TO CONSOLIDATED CASH FLOW STATEMENT (continued)

(2)  As disclosed in Note 4(a), in 2004, Ping An Trust acquired & 50% equity interest in Ping An
Bank. Details of the acquisition are summarized as follows:

RMB Million
Assets acquired:
Cash on hand 1
Due from banks 459
Loans and advances, net 3
Other assets 1
464
Liabilities assumed:
Customers’ deposits 2
Other liabilities 191
193
Net assets 271
50% equity interest in net assets acquired 135
Add: Goodwill recognized on acquisition of equity interest
in Ping An Bank 16
Less: Cash consideration partially paid in 2003 (45)
Cash consideration paid in 2004 106
Analysis of the net inflow of cash and cash equivalents in connection
with the acquisition of equity interest in Ping An Bank:
Cash and cash equivalents acquired 401
Cash consideration paid in 2004 (106)
Net inflow of cash and cash equivalents in connection
with the acquisition of equity interest in Ping An Bank 295

] S —.1L
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44, NOTES TO CONSOLIDATED CASH FLOW STATEMENT (continued)

(3)

As disclosed in Notes 4(e), Ping An Trust acquired 10.88% equity interest in Ping An
Securities from certain of its shareholders. Upon completion of such transfer, the equity
interest of Ping An Securities held by the Company was further increased to 74.44%.
Details of the acquisition are summarized as follows:

RMB Million

Net assets 631

10.88% equity interest in net assets 69
Add: Goodwill recognized on additional equity interest

in Ping An Securities 89

Cash consideration paid 158

45. SIGNIFICANT RELATED PARTY TRANSACTIONS

(1

The Group had the following significant transactions with Ping An Securities until it became
a subsidiary of the Group on Octcber 22, 2003:

Recurring transactions 2003

RMB Million
Securities commissions paid 6
Interest income for dealing deposits placed 19
Bonds purchased 314
Rental income received 2

In the opinion of the directors, the above transactions are conducted in the normal course
of the Group's business.




45. SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)

(2) Details of the directors’ and the supervisors’ remuneration are as follows:

2004
Salaries,
allowance Contribution
and other  to pension
Fees benefits scheme Total
RMB’'000 RMB'000 RMB'000 RMB 000

Current directors

MA Mingzhe - 11,688 16 11,704
SUN lianyi - 1,714 i9 1,733
Ll Heihu - - - -
GAO Lei - - - -
HUANG lianping - - - -
LIU Haifeng David - - - -
Henry CORNELL - - - -
LIN Yu Fen - - - -
CHEUNG Lee Wah - - - -
Anthony Philip HOPE - - - -
YIP Dicky Peter - - - ~
LIN Lijun - 348 19 367
FAN Gang - 424 19 443
DOU Wenwei - 218 i8 236
SHI Yuxin - - - -
HU Aimin - - - -
BAC Youde 60 - - 60
KWONG Che Keung Gordon 200 - - 200
CHEUNG Wing Yui 200 - - 200
Sub-total 460 14,392 91 14,943
Past director

PAN Guanggian - 399 1 400

During 2004, 6.09 million share appreciation right units were granted to the two executive
directors of the Company.
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45, SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)

(2) Details of the directors’ and the supervisors’ remuneration are as follows: (continued)

2004
Salaries,
allowance Contribution
and other  to pension
Fees benefits scheme Total
RMB’000 RMB'000 RMB’000 RMB’000

Current supervisors

XIAQ Shaolian 200 ~ - 200
SUN Fuxin 40 ~ - 40
CHEN Shangwu 40 -~ - 40
DUAN Weihong - - - -
ZHOU Fulin - - - -
CHEN Bohai - - - -
SONG Liankun - 263 1 264
HE Peiquan - 296 1 297
HE Shi - 441 19 460
Sub-total 280 1,000 21 1,301

Past supervisors

YANG Xiuli - 736 18 754
CHEN Kexiang - 734 19 753
LIU Yigong - 638 18 656
XIAO Wei - 374 19 393
LEI Lui - 475 20 495
Sub-total - 2,957 94 3,051

Total 740 18,748 207 19,695




45, SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(2)

Details of the directors’ and the supervisors’ remuneration are as follows: (continued)

2003
Salaries,
allowance  Contribution
and other to pension

Fees benefits scheme Total
RMB'000 RMB'000 RMB'000 RMB'000
Current directors
MA Mingzhe - 9,980 14 9,994
SUN Jianyi - 1,885 16 1,911
LI Heihu - - - -
GAOQ Lei - - - -
HUANG lJianping - - - -
LIU Haifeng David - - - -
Henry CORNELL - - - -
LIN Yu Fen - - - -
CHEUNG Lee Wah - - - -
Anthony Philip HOPE - - - -
YIP Dicky Peter - - - -
LIN Lijun - 328 16 344
FAN Gang - 431 16 447
DOU Wenwei - 190 15 205
SHI Yuxin - - - -
HU Aimin - - - -
BAO Youde 45 - - 45
KWONG Che Keung Gordon 150 - - 150
CHEUNG Wing Yui 150 - - 150
Sub-total 345 12,824 77 13,246
Past director
PAN Guanggian - 398 - 398
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45. SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)

(2)

Details of the directors’ and the supervisors’ remuneration are as follows: (continued)

2003
Salaries,
allowance  Contribution
and other to pension
Fees benefits scheme Total
RMB’000 RMB'000 RMB'000 RMB'000

Current supervisors
XIAO Shaolian 150 -
SUN Fuxin 30 -
CHEN Shangwu 30 -
DUAN Weihong - -
ZHOU Fulin - -
CHEN Bohai - -
SONG Liankun - 289
HE Peiquan - 311
HE Shi - 426
Sub-total 210 1,026
Past supervisors
YANG Xiuli - 734
CHEN Kexiang - 634
LIU Yigong - 582
XIAOC Wei - 369
LE! Lui - 239
Sub-total - 2,558
Total 555 16,806




45. SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)

(3)

(5)

The five individuals whose emoluments were the highest in the Group include one (2003:
one) director whose emolument is reflected in the analysis presented above.

Details of emoluments of the remaining four (2003: four) highest paid individuals are as
follows:

2004 2003
RMB Million RMB Million
Salaries, allowances and other benefits 37 24

The number of non-director, highest paid individuals whose emoluments fell within the
following bands is as follows:

2004 2003
RMB3,500,001 - RMB4,000,000 - 1
RMB4,000,001 - RMB4,500,000 - 1
RMB6,000,001 -~ RMB6,500,000 1 -
RMB7,000,001 - RMB7,500,000 1 1
RMB8,500,001 = RMB9,000,000 1 -
RMBS,000,001 - RMB9,500,000 - 1
RMB13,500,001 - RMB14,000,000 1 -

During 2004, 3.85 million share appreciation right units were granted to the above highest
paid non-director individuals.

The Company has no contributions to pension scheme for the above highest paid non-
director individuals.

During the year, no emoluments were paid by the Group to the directors, the supervisors
or the other highest paid, non-director employees as an inducement to join the Group, or
upon joining the Group, or as compensation for loss of office. No director or supervisor
waived or agreed to waive any emoluments during the year.

The compensation expenses for share appreciation rights granted to the directors, supervisors
and highest paid individuals are not included in the above analysis.
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46. COMMITMENTS
(1) Capital commitments

The Group had the following capital commitments relating to property development projects
and investments;

2004 2003

RMB Million RMB Million

Contracted, but not provided for 150 282
Authorized, but not contracted for 3,312 2,110

(2) Operating lease commitments

The Group leases office premises and staff quarters under various rental agreements.
Future minimum lease payments under non-cancelable operating leases are as follows:

2004 2003

RMB Million RMB Million

Within 1 year 344 355
1 -5 years 434 310
More than 5 years 21 1
799 676

(3) Operating lease rental receivables

The Group leases its investment properties under various rental agreements. Future minimum
lease receivables under non-cancelable operating leases are as follows:

2004 2003

RMB Million RMB Million

Within 1 year 68 65
1 -5 years 41 53
More than 5 years - 2

109 120




47. EMPLOYEE BENEFITS

(1)

(2)

(3)

(4)

Pension

The employees of the Group are mainly covered by various defined contribution pension
plans. The Group makes and accrues on a monthly basis contributions to the pension
plans, which are mainly sponsored by the related government authorities that are responsible
for the pension liability to retired employees. Under such plans, the Group has no other
significant legal or constructive obligations for retirement benefits beyond the said
contributions, which are expensed as incurred. Certain employees are also provided with
group life insurance but the amounts involved are insignificant.

Housing benefits

The employees of the Group are entitled to participate in various government-sponsored
housing funds. The Group contributes on a monthly basis to these funds based on certain
percentages of the salaries of the employees. The Group's liability in respect of these
funds is limited to the contributions payable in each period.

Medical benefits

The Group makes contributions for medical benefits to the local authorities in accordance
with the relevant local regulations.

Share appreciation rights scheme

On February 5, 2004, the Company’s board of directors approved a scheme of share
appreciation rights for the senior executives and certain key employees of the Group. No
shares will be issued under this scheme. The rights will be granted in units with each unit
representing one H share of the Company after its initial public offering in Hong Kong.
The rights to the units will be issued in the next five years and can be exercised since the
fourth anniversary of the grant. Upon exercise of the said rights, the participants will
receive a cash payment, subject to the restrictions that the annual amount of aggregate
benefit to all participants shall not exceed a percentage of the estimated net profits in the
year in which the rights are exercised, which is equal to the product of the number of
units exercised and the difference between the exercise price and market price of the H
share at the time of exercise.

During 2004, the Company granted 41.92 million share appreciation right units to eligible
employees. The Company recognizes compensation expenses for such share appreciation
rights over the applicable vesting period. Such compensation expenses recognized during
the year amounted to RMB29 million.

Ching; L An e 0T
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48,

49,

50.

51.

CONTINGENT LIABILITIES

Owing to the nature of insurance and financial service business, the Group is involved in estimates,
contingencies and legal proceedings in the ordinary course of business, including being the
plaintiff or the defendant in litigation and arbitration. Legal proceedings mostly involve claims on
the Group’s insurance policies. Provision has been made for the probable losses to the Group on
those claims when management can reasonably estimate the outcome of the lawsuits taking into
account of legal advice.

No provision has been made for pending lawsuits or possible violations of contracts when the
outcome cannot be reasonably estimated or management believes the probability is low or
remote. For pending lawsuits, management also believes that any resulting liabilities will not
have a material adverse effect on the financial position or operating results of the Group.

POST BALANCE SHEET EVENTS

A Level | American Depositary Receipt program in respect of the Company’'s H shares was
established on March 28, 2005. American Depositary Shares evidenced by American Depositary
Receipts are traded under the symbol "PNGAY" in the over-the-counter markets in the United
States. Each American Depositary Share represents 20 H shares.

On April 4, 2005, Ping An Trust entered into the Capital Increase Agreement with Ping An
Securities, pursuant to which the registered capital of Ping An Securities would be increased
from RMB1 billion to RMB1.3 billion by RMB300 million contributed wholly by Ping An Trust
subject to the approval of the relevant PRC authorities.

Cn April 18, 2005, the Company proposed a final dividend of RMB14 cents per ordinary share,
The proposed dividend is subject to the approval of the Company’s shareholders at the forthcoming
annual general meeting.

COMIPARATIVE FIGURES

Certain prior year comparative figures have been reclassified to conform with current year’s
presentation. These reclassifications mainly include:

. reclassification to present investment assets and investment income by category of
investments;

. reclassification to present unearned premium reserves on a gross basis;

] reclassification of loss adjustment expenses from general and administrative expenses to

claims and policyholders’ benefits; and

. reclassification to include policyholder dividends and provisions in claims and policyholders’
benefits.

APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements have been approved and authorized for issue by the Company’s
directors on April 18, 2005.




NOULE OF NC ATiNUdl achicral iviEcliniy

NOTICE 1S HEREBY GIVEN that the annual general meeting of Ping An insurance (Group)
Company of China, Ltd. ("the Company") will be held at 10:00 a.m. on Thursday, June 23,
2005 at 6th Floor, Ping An Building, Ba Gua No.3 Road, Shenzhen, PRC for the purposes
of considering and, if thought fit, passing the following resolutions:

10.

11.

AS ORDINARY RESOLUTIONS

To consider and approve the report of the board of directors of the Company (the
“Board of Directors”) for the year ended December 31, 2004.

To consider and approve the report of the supervisory committee of the Company
for the year ended December 31, 2004.

To consider and approve the report of the auditors and audited financial statements
of the Company for the year ended December 31, 2004.

To consider and approve the profit distribution plan and the recommendation for
dividend for the year ended December 31, 2004.

To consider and approve the re-appointment of Ernst & Young Hua Ming as the PRC
auditors and Ernst & Young as the international auditors of the Company to hold
office until the conclusion of the next annual general meeting and to authorize the
Board of Directors to fix their remuneration.

To consider and approve the appointment of Mr. Chen Hongbo (B& 3 18) as a non-
executive director of the Company to hold office with immediate effect until the
expiry of the term of the current Board of Directors.

To consider and approve the appointment of Mr. Chow Wing Kin, Anthony
(Bl5kfi) as an independent non-executive director of the Company to hold office
with immediate effect until the expiry of the term of the current Board of Directors.

To consider and approve the increase of the annual independent non-executive
directors’ fees from RMB60,000 to RMB150,000 for each domestic independent
non-executive director of the Company and from RMB200,000 to RMB300,000 for
each foreign independent non-executive director of the Company.

To consider and approve the increase of the annual independent supervisors’ fees
from RMB40,000 to RMB60,000 for each independent supervisor of the Company
and from RMB200,000 to RMB250,000 for the independent supervisor of the
Company who also holds the office of the chairman of the supervisory committee of
the Company.

To consider and approve the adjustment to the investment limits of the Board of
Directors.

AS SPECIAL RESCLUTIONS

To give a general mandate to the Board of Directors to issue, allot and deal with
additional domestic shares not exceeding 20% of the domestic shares of the Company
in issue and additional H shares not exceeding 20% of the H shares of the Company
in issue and authorize the Board of Directors to make corresponding amendments
to the Articles of Association as it thinks fit so as to reflect the new capital structure
upon the allotment or issuance of shares:

“THAT

(A) (a) subject to paragraph (c¢) and in accordance with the relevant
requirements of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, the Articles of Association of
the Company and the applicable laws and regulations of the People’s
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(B)

Republic of China, the exercise by the Board of Directors during the
Relevant Period of all the powers of the Company to allot, issue and
deal with, either separately or concurrently, additional domestic shares
and H shares of the Company and to make or grant offers, agreements,
options and rights of exchange or conversion which might require the
exercise of such powers be hereby generally and unconditionally
approved;

the approval in paragraph (a) shall authorize the Board of Directors
during the Relevant Period to make or grant offers, agreements, options
and rights of exchange or conversion which might require the exercise
of such powers after the end of the Relevant Period;

each of the aggregate nominal amounts of domestic shares and H
shares allotted, issued and dealt with or agreed conditionally or
unconditionally to be allotted, issued and dealt with (whether pursuant
to an option or otherwise) by the Board of Directors pursuant to the
approval granted in paragraph (a) shall not exceed 20% of each of the
aggregate nominal amounts of domestic shares and H shares of the
Company in issue at the date of passing this resolution, otherwise than
pursuant to (i) a Rights Issue or (ii) any scrip dividend or similar
arrangement providing for allotment of shares in lieu of the whoale or
part of a dividend on shares of the Company in accordance with the
Articles of Association; and

for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution
until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the
Company,

(i) the expiration of the period within which the next annual general
meeting of the Company is required by the Articles of Association
of the Company or other applicable laws to be held; or

(iiiy  the revocation or variation of the authority given under this
resolution by a special resolution of the Company in general
meeting.

“Rights Issue” means an offer of shares open for a period fixed by the
directors to holders of shares on the register on a fixed record date in
proportion to their then holdings of such shares (subject to such
exclusions or other arrangements as the directors may deem necessary
or expedient in relation to fractional entitlements or having regard to
any restrictions or obligations under the laws of, or the requirements
of any recognized regulatory body or any stock exchange in any territory
outside Hong Kong) and an offer, alioctment or issue of shares by way
of rights shall be construed accordingly.

The Board of Directors be authorized to make corresponding amendments to
the Articles of Association of the Company as it thinks fit so as to reflect the
new capital structure upon the allotment or issuance of shares as provided in

sub-paragraph (a) of paragraph (A) of this resolution.”




12.  To.consider and approve the amendments to the Articles of Association of the

Company:

“That the existing Articles of Association of the Company be amended as follows:

(1) Two sub-paragraphs be added at the end of the existing Article 14 as follows
with the proposed amendments underlined for reference:

14

The business scope of the Company shall be in accordance with the
items approved by the agency with which the Company is registered.

The business scope of the Company shall include:
(1 investment in insurance enterprises;

{2)  supervising and managing various types of domestic and
international businesses of the subsidiaries;

(3) application of insurance funds;

(4) approved domestic and international insurance businesses;

(5) other businesses approved by China Insurance Regulatory
Commission and the relevant governmental authorities.

(2)  Existing Article 19 of the Articles of Association be deleted in its entirety and
replaced with the following:

19

Following the approval by the authority in charge of companies
authorized by the State Council, the total amount of ordinary shares
that the Company can issue are 6,195,053,334 shares. The number of
shares issued to the promoters at the time of reorganization of the
Company into a joint-stock company on January 16, 1997 is
2,191,610,986, representing 35.38% of the total number of ordinary
shares of the Company in issue. 72,955,249 shares of the promoter
shares were converted into H shares as a result of the disposal of the
state-owned shares at the time of initial overseas offering and listing of
H shares on June 24, 2004,

(3)  Existing Article 20 of the Articles of Association be deleted in its entirety and
replaced with the following:

20

After the issue, the composition of the Company’s share capital shall
be: 6,195,053,334 shares, comprising 3,636,409,636 domestic shares
representing 58.70% of the total number of ordinary shares in issue
and 2,558,643,698 H shares (including 1,170,751,698 H shares
converted from foreign shares) representing 41.30% of the total number
of ordinary shares of the Company in issue.
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(4)  Existing Article 23 of the Articles of Association be deleted in its entirety and
replaced with the following:

23 The registered capital of the Company is RMB6,195,053,334.

(5) Existing Article 111 of the Articles of Association be deleted in its entirety
and replaced with the following:

111 The Company shall establish a Board of Directors. The Board of Directors
shall be composed of five to nineteen directors, which shall include the
chairman of the board and one or two vice chairmen of the board, and
include at least two executive directors and at least three independent
directors.

(6)  The first paragraph of existing Article 119 of the Articles of Association be
amended as follows with the proposed amendments underlined for reference:

119 Regular meetings of the Board of Directors shall be held at least four
times per year. Meetings of the Board of Directors shall be convened
by the chairman of the board by giving a notice to all directors 14 days
before the meetings are held.

{7)  The first paragraph of existing Article 120 of the Articles of Association be
amended as follows with the proposed amendments underlined for reference:

120 The Board of Directors may hold extraordinary meeting of the board by
way of resolving by means of communications. Notice of the meeting
may not be restricted by the requirement of 14 days’ prior notice
provided that the notice is effectually delivered to the directors on
time.

(8)  Chapter 15 of the Article of Association comprising the existing Article 177
and 178 be deleted in its entirety.

(9)  The following new Article 192 be added zfter the existing Article 191 of the
Articles of Association and the article numbers of the Articles and the references
to such article numbers in the Articles of Association be adjusted accordingly:

192 Unless otherwise resolved at the shareholders’ meetings, the Directors
are authorized by the shareholders’ meeting to distribute interim
dividend. Unless otherwise regulated by laws and regulations, the
amount of interim dividend shall not be more than 50% of the
distributable profit in the interim profit and loss account of the
Company.”

By order of the Board of Directors

Ma Mingzhe
Chairman

Shenzhen, PRC
April 28, 2005
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As at the date of this notice, the executive directors of the Company are Ma Mingzhe, Sun

Jianyi,

the non-executive directors of the Company are Huang Jianping, Liu Haifeng David,

Henry Cornell, Lin Yu Fen, Cheung Lee Wah, Anthony Philip Hope, Yip Dicky Peter, Lin

Lifun,

Fan Gang, Dou Wenwei, Shi Yuxin, Hu Aimin, and the independent non-executive

directors are Bao Youde, Kwong Che Keung Gordon and Cheung Wing Yui.

Notes:

1.

According to the Articles of Association of the Company, the resolutions will be determined on a
show of hands unless a poll is demanded before or after any vote on a show of hands. A poll may
be demanded by (i) the chairman of the meeting; or (ii) at least two shareholders entitled to vote,
present in person or by proxy; or (iii) one or more shareholders present in person or by proxy
representing more than 10% of all shares carrying the voting rights at the meeting.

In order to determine the list of shareholders who are entitled to attend the annual general
meeting of the Company and to receive the final dividend for the year ended December 31, 2004,
the registers of members will be closed from Tuesday, May 24, 2005 to Thursday, June 23, 2005,
both days inclusive, during which period no transfer of shares will be effected. Holders of the
Company’s H shares and domestic shares whose names appear on the registers of members on
Thursday, June 23, 2005 are entitled to attend the meeting. In order to gqualify for the final
dividend and to attend and vote at the meeting, holders of H shares of the Company whose
transfers have not been registered shall deposit the transfer documents together with the relevant
share certificates at the H share registrar of the Company, Computershare Hong Kong Investor
Services Limited at or before 4:00 p.m. on Monday, May 23, 2005. The address of the transfer
office of Computershare Hong Kong Investor Services Limited is Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong. The final dividend for the year
ended December 31, 2004 is expected to be paid on or before June 30, 2005 to the shareholders
whose names appear on the registers of members of the Company on Thursday, June 23, 2005.

A shareholder entitled to attend and vote at the meeting may appoint one or more proxies to
attend and vote in his stead. A proxy need not be a shareholder of the Company.

The instrument appointing a proxy must be in writing under the hand of a shareholder or his
attorney duly authorized in writing. If the shareholder is a corporaticn, that instrument must be
either under its common seal or under the hand of its director(s) or duly authorized attorney(s). If
that instrument is signed by an attorney of the shareholder, the power of attorney authorizing that
attorney to sign or other authorization document must be notarized.

in order to be valid, the form of proxy together with the power of attorney or other authorization
document (if any) must be deposited at the Secretariat of the Board of Directors of the Company
for holders of domestic shares and at the H share registrar of the Company for holders of H shares
not less than 24 hours before the time fixed for holding the meeting or any adjournment thereof
(as the case may be). Completion and return of a form of proxy will not preclude a shareholder
from attending and voting in person at the meeting if he so wishes. The H share registrar of the
Company is Computershare Hong Kong Investor Services Limited at 46th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong.

Shareholders who intend to attend the meeting in person or by proxy should return the reply slip
to the Company's principal place of business in the PRC or Hong Kong on or before Friday, June 3,

2005 by hand, by post or by fax. The Company’s principal place of business in the PRC is at Ping

An Building, Ba Gua No.3 Road, Shenzhen, PRC (Tel: (86 755) 8226 2888, Fax: (86 755) 8243
1029). The contact persons are JIJANG Ning (I %) (Tel: (86 755) 8226 2888 ext. 3210) and DA Kai
(E12) (Tel: (86 755) 8226 2888 ext. 3388). The Company’s principal place of business in Hong
Kong is at 11th Floor, Dah Sing Financial Center, 108 Gloucester Road, Wan Chai, Hong Kong (Tel:
(852) 2827 1883, Fax: (852) 2802 0018).

The meeting is expected to be concluded within half a day. Shareholders (in person or by proxy)
attending the meeting are responsible for their own transportation and accommodation expenses.
Shareholders or their proxies attending the meeting shall produce the identity documents.

A circular containing, inter alia, details of the proposed amendments to the Articles of Association
and notice of annual general meeting will be dispatched to the shareholders on Thursday, April 28,
2005. The information of Mr. Chen Hongbo and Mr. Chow Wing Kin, Anthony regarding the
proposed resclutions 6 and 7 is also included in the circular. Concerning the proposed resolution
11, the purpose of seeking approval of such mandate is to give directors flexibility and discretion
10 issue new shares in the event that it comes desirable for the Company and the directors have no
present plan to issue new shares pursuant to such mandate.
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TEAFTEENTESBIAREEEREH AL BEDELE -
BEE EHAAEE
2004 2003% 2004F 2003%
AEMEET AREEET ARSEER ARKEER
SREE

EEZHMERE

E% 112,865 68,177 108,715 67,142
THER 80,320 78,233 80,320 78,233
REEHEX 545 297 545 297
EANREES - 2,968 - 2,968
EFEX 130 21 130 21
ERRA
BEEREES 5,749 4,648 5,749 4,648
BREHR 266 240 266 240
MTESBEE 62 - 62 -
BeRBESEEY 15,254 8,017 15,254 8,017
BERBTRERE 439 - 439 -
SREE
BPRE 1,849 2,304 1,849 2,304
EXEEES 601 200 601 200

AEERGEFERIEANOABESEANT ZRBRA

a) BEERHARE  AABE-BRETESHERET - IRREUESERNT
BHE CABEARBOHNRXSERIEAURENENMBSRERRA
ReREMBERMGET -

(b) HHEIBF BTHEEFNOABERBREASERETE)  EHERES
MArBERBMSHRERE -

(0 TEERMEE: CABERBEBSRESNOABERTSAEHENTES
MAABERBEZHNERS -

d) LEXHATEMEERGE ZFEERBRENREERELCAGBEMEEL-

R ERYEE




43 EBTE )
(1) FIHHEERE)

HiaFEERE)
A/
EHER
20044 20034
AREBEERT AREBEER
1E LA 105 323
2E3F 250 —
SELA 10,271 4,388
a&t 10,626 4,711
ERF R (%BEFER) 1.98-8.80 0.55-5.77
cHMAas
20045 2003F
EFR#EE BHOER% ZPREL BHEEEZS
AREEET ARMEERT AREBEET AREEER
1E R 1,849 601 2,304 200
EERFIR (%EHNER) 0.00-3.60 1.90-2.40 0.72-1.62 2.14

141  »OF2ER(GEBETEAT 0085 EN - - om0 o0 il




43. ERITA(E)
(1

~IATT FX AP R

2004512318

M BBR(E)
HtFE4+EER
rEE
20045
BERET
EHER REEHFEX EFER BERE
ARBEET AR%EERN ARBEEBR ARYEER
TEHA 8,549 545 63 352
1226 16,079 - - 62
2E3FE 26,962 - 39 25
3BAFE 10,550 - - -
4FE5E 857 - - -
SEL L 17,323 - 28 -
Bt 80,320 545 130 439
EBRME (%EFX) 1.45-8.80  550-7.50 2.77-585  2.05-3.03
2003%
EHEZ BEARERESR RELHER EFEX
INEBEBT AREGERL ARMBERL ARKEER
E LA 3,689 2,968 297 21
z)E 5,580 - - -
1E3% 17,201 - - -
3ZAE 29,620 - - -
4E5E 10,570 - - -
SE F 11,573 - - -
At 78,233 2,968 297 21
EERAE(%ERNR) 0.50-7.50 2.46-7.50 550-7.50  15.00-30.00




43. €@ T E
(1) FIEEER

B
2004
BEZIE BEER THEE AREMER &t
AR¥AER AR%EER AR%EER AR%EER AR%HER
1ER 76 1,626 - 984 2,686
1228 132 - 315 120 567
223%F 1,388 282 906 43 2,619
3Z4E 3,823 562 1,080 576 6,041
4BSE 2,367 1,473 3,882 201 7,923
SEN 56,909 21,871 6,658 367 85,805
FEFIE 1,923 2,111 2,817 373 7,224
At 66,618 27,925 15,658 2,664 112,865
ERMZ(%EHR) 1.95-7.02 1.90-6.31 1.90-6.27 2.53-6.15 1.90-7.02
2003%F

BEZIE BEER TEHE RRZMEE At
AREBEEL AR¥KBERL AREKEEnN AR%E6ERT AR®BER
1ERR 285 496 6,447 1,098 8,326
1225 1 1,626 - - 1,627
2E3E 134 - 30 - 164
3B4E 1,240 282 129 - 1,651
AZ5E 3,185 777 835 527 5,324
SEL F 25,880 14,186 4,714 225 45,005
FEAE 1,607 1,803 2,409 261 6,080
= 32,332 19,170 14,564 2,111 68,177
BRF|Z (%FF|X) 1.95-5.13 1.00-5.10 1.90-5.08 2.53-3.72 1.00-5.13

FEANREFNMNERNERTER -—FNHRERREE -




42.

AT FX AP a

20045128311

FGEBEE ()
ERAR

EREARRE YETUREREMES  FEENESAINBREXN RS LF L5 L
EEXOER AEBERRENS  ARREQFALLEXRUMSILBRNEAR - F5EE
ZeEXNERARBEEATHERERTNERFT  FRENTECEEZEBRR
ANBERBRTHER ASERBFANCRANNEE  WEEREETEAIMNE
RRERPHEBRARECREEERESEREAR -

7 B 1 B

MBUERREELAEREREZEERNECUEEIHEROAR - ZEEHHREAFE
FBRIUEBFTARNRLERE FAKERREENRHLERR - FRERBER
BEEMHREYERBRECHERBCERZH R ERR

K ER

ETPEREAEERFEAREETHE-KE HUEESEARTESIMEZENE
ROAR - AEFHBARNUE -ZEAUBEREAVBERZHERAR -
i:e

ErEREERNEEXSCNELALNAR AREAEBPARBNAMINENES

RYHETEAMBARAREGLERE - 2REERKINEFHRAEGEE KT UZHES
Rk -

Kemk

RERREENBRZEAHHEEBRRE  ABNMEROAES - AT X - 3l
RATZEFONBEEMBIERNER - FEEEEREAXREREAR S BEEANRZ X
PREENERE EEXSNRARREFEESEEZNESF  HAREBIWHEREZENE
EHRR  AEEZHECHBERILBEHNBRULERCTETENEBRREFRERR 5 A
BEERE ERNHECHEFEBEHLERR -




40.

41.

42.

ERhECEES (H)

(@) REMFSERE R RPLNEEFUETREEEIEABHALFNFAERR
AUz RERE  ERRERFEEN SR ARE - ERCARSENNRET -
BE MUENEFEARTERCHIBAZERAWRERHINAE -

EREEEZEE

FPRERNTIRBEFABIES RENERRGAE - ERERZAENT ¢

20045 20034
ARBBERT AREZTET

T ZEF 1,084 189
FZESH - 112
VERBER

E m &R b

EnERREARIRELSEE B BNRRFITRNFE MELAEERBERD
RPERINNEREFEEERRT TERRIBRELZENERNAEAR - FEEE
BEVEEERRT TEREREBIBEUZMERER - B/ AEEEBBERS
FFRERBENEXLXBREXBEEESER

SERSBENAERR

AEBEEEAEEENEERRL FEHEBNHBREFE - KM EERTAERET
BIRET AEBLEHNEEIHRHNEENHKEE UEAASRBOEBRETHERL -
EZEEEMBREERTS TEEFEBRALEREEDR  UBELKTFELENREBWERE
EMEE HIEBEEHRBFUSETSHEENEE -

5 & B

mERBRRERNE HEERANEERECERIEEYTEAREBRNERTANEE
B AMEBBRENUA  2ABEERRBGREELEERINEAR - THERER
BRAAEMSRERHENESATE -




AT FXLCP A

2004512H318

30. ARBREFESRTHERRER (B)

VERR AEBRR =&t
AREBET ARBEERT ARBBER

R2003F 1A 1H

ERREREES 2,263 573 2,836
B BIREEEDEE (703) (73) (776)
FRAEREES 1,560 500 2,060
M- EBERERLERBH TR 3,960 2,714 6,674
B EDHRNERRERERER (3,543) (1,712) (5,255)

72003128318

FERABRREES 1,977 1,502 3,479
o BREREBOE 1,178 160 1,338

EXRRERERS 3,155 1,662 4,817

40. SERETEES

ARENRBUAERE  BRESTARKREANBERETARARARPUIRFRERA
MRERNBRECERS - FHELEHKENRERRE T ¢

(@) FIEBEUEEERENHHRARREBERE  EEEFEBRES  KXAFTEETHB
ENHRELR BRERFARNREAERBEEENTETINE - H2004F 128318 -
EREEESRAERTENETIUEESFTAZBE  YEARERFRIFERERSLT5%
(2003%F : 5%) »

by FEERRBAFRTAMEBENFATENEFREURERBEFITRAMBEENRILE
DERREZFBEENEACRAZETHRE (MERMTE - JLTE  BRE
MERERR  DUTEEERBLEMNILCTE  BREENIBEEROFNERA/R
B% o

(00 EBRZNHERZRBEHEUKRAALZESIMEEZ (WER NEE - EUKATEK
BERERIMTE -




38.

38.

2004
MERR AERR &5t
ARBEERT AR¥BEET AREBEER
£ 7.571 1,901 9,472
7R (2,146) (354) (2,500)
FRE 5,425 1,547 6,972
20034
BERE AERE =
AREBEET ARBAEET AREIER
E2X 6,353 1,949 8,302
2R (2,005) (516) (2,521)
EE 4,348 1,433 5,781
ARBREESRITEERRAER

BERRE ABRE &
ARBEERT ARBEER ARBEER

S

F2004F1 818

EFRRrBEREERES 3,155 . 1,662 4,817
B BREBEDEE (1,178) (160) (1,338)
BERAEREHS 1,977 1,502 3,479

m:EBRERRE

EEEREE 4,440 2,545 6,985
B BENMEBERR
ERERESE (3,552) (2,012) (5.564)

MR2004F12F31H

FRARBREES 2,865 2,035 4,900
o BREERE 1,559 183 1,742

EXRREREFS 4,424 2,218 6,642




~A7T FRAX PN B

20045128318

33. ®#E (F)

BEALTER  ZRRBARZREERERIEZIERKRABEMEE L AES - Bt - kit
EERBOEMEELAEZEMERE 2R ABE2003F K2004F 12831 B IEFERNEH
MEHER - ADBE, /87 2003F %2004 12 A31 8B RE E20034F % 20045 12 3 31
BEFEMNRESRE BME/SBESEFESFET FHNAHUEEER -

4. EFRESR
R2004F12ANENEFRESNEFFENRNEREERIEBANES -

35 EHEBES

AREEENAEREEEERNEFIHEESNREEBRBEERENI0% EEENE
AT ZEBHFTEHENFERE -

36 FEEREES

BBEERESR N2004FR  FRERIFREREZVERE BAGERR - EHRE
FRESZBNFRERAMAIEDRRBREZ: - EE2RRDRNRBRREESHTED
ZPEARBHENHENREENRR  FTREREREBEREDNZEES -

BETEREEN2004F12A30R2HEVER  RELDLEERDRBRERERI - ¥X
SRER00FERFRBFMNEZNERDASERBREELREERERREBNFRERAN
0.15%  REHEMEBASRBREBNFRBRANOGSKEIIGFRERFEES - B2
BEINRBREESSKBFEINRTELARETERFENLEENIRE  TEXSRER
BERDZBEES -

MR2004F 12 A3 BN EAZMHREGRBE S - BHR2005F 128318 E N FHRER

EE @ o
an &5

37. REBRERFHH
RALREEFHEAEEABRREBNIHREUANBUBRNERR RIS -




33. & ()

BE(PEARKMBARIRD RARBER ARFRARBEEIEVMBRRAMEEFAF
BETEARSHEANRR) 10%OHPIREZERAHAE  EEEETRBEI LT
EMEARN50%  WAABUTXER LUFNEFEL5%OEIIRBUZERE R - A0
FIMA BEFMETREIEAK LB NEEES HRERNABRBRRNRZRS M
o ZEFRETESRERILBRMINNEMAE -

ERRZEBVROBRZEZELCREZA  AERRBENNEENER - ZER2x2AR
AEBEINERERA -

BEBeREBRHELSERE BT BFNE BEEXBRRTEBSTRARMEED
GFRHERERX -

BADRMEBEERTRDAELENREEE -

BERRASLBBNAZR ZEEARLE TERRLCENEALEAEIEEL - &
BEABNZEBRLABEHREIELINEMEFM25% -

BRERERT  RARTNERLMAETE  BARMESEIHREENE ROTHET®
BRANE - (VBBETELARSHERNEENRDEFMBRMBEERM B RELEEED
ADECHE -

REBEEZFVORERPA B ER AR FTEHZE2003F R2004F 12831 BIEFESNFEB

SEWT
20045 20034
ARBBEET ARETER
REIECRABRAE 261 211
RIEEARE 130 105
ERRERERE 867 592

BHE203F NAHEEEMNFESETR2004FERERe P HRESHE -




N7 FXZX PN |
2004128318
33. HE
TEE
FEBRENRAFERLFENSEREAEZHENERNVBRENSHERETRA -
¥ NN
i
BAER
TN I nEd BEGS WH/(BX) X 7EAE &t
Bt ARBEBEERL ARNAEERL ARBAEERL AREAEL ARYBERL AR%GERL ARKEER
W3F 1A 188HE 5,284 2,830 381 395 - 280 9,220
FRUNEEE HN (2,466) - - - - - (2,466)
BZ2003E 128318 1k
EERFHE - - - - - 2,320 2,320
TRHEENTENFEL - - - - (768) - {768)
AEZEAFIERANTH
REMREMEEE - - - - 107 - 107
ERZNELHERE 30 - - - - 99 - 99
SEABRBLE - 1,057 - - - (1,057) -
BR2002FERE - - - - - (493) (493)
PEREERGBLE - 211 105 - - (316) -
W03FE12R31848 2,818 4148 486 395 (562) 734 8,019
FRENDELE
SR EY) 12,564 - - - - - 12,564
BRABTER (547) - - - - - (547)
EE2004E 128318 L
FEEHFHNE - - - - - 3,116 3,116
NHHENRENFRL - - - - (659) - (659)
HEFEAFERATH
HENRENEREX - - - - 69 - 69
ERANBEHESE 30 - - - - 88 - 88
BEE20035ERE - - - - - (592) (592)
FRETRBLR - 261 130 - - (391) -
WOLENANBRE 14,835 4,409 616 395 (1,064) 2,867 22,058




3. ZEREE (H)

2004 % 20034
ARBEER ARBEET

FIERRF A -

1ELAR 300 -
1 54 900 1,200
&5t 1,200 1,200
32. jEa
MRS -
BERTROR
ESRONEE
(BREEARE1T) R A& E
AREBEBETT
MN2004F1H1E 4,933,333,334 4,933
BERXRLHEBETERES 1,261,720,000 1,262
720045128318 6,195,053,334 6,195

R2004F 65248 » B EE XN AHBITRERI1033B L (HEERAREI1096T) BE
1,261,720 000 R BRAEAREITZERR  MKEBRLRBEESREBARK138.26/ET (K10
BITER) -

&

FR2003F 128198 » R ARIREBREEARE 1T IR AK2,466,666,6671% © 1D a7 &A%
IEEIEE A R#4,933,333,33470 - LR EUNEARARTEARK2, 466,666,667 T8 1 I3 AKX
TR e

139 TR R BT RER (BE RO ERE




~ATTFREIXPN BT

20045128318

0. BEFBHREE, EF

20045 2003%
ARBEER AREBEET

BLEFMEREESE  EVIEE 293 199
REBZABERARTH (29) (5)
REFTEZTHER 88 99
BEEMEHMEESFE FRHH 352 293
ELEFEBHEE
ERETEES 3,390 3,144
RAEREES 167 86
FEBETEEFESD 42 72
AERXRZMBEMNKERAHEHEDN

BENDAEBERAE 122 41
M 38 19
= 3,759 3,362
REFBHEE
B REESKK 3,393 3,054
FEHETEES 11 -
H 3 15
=k 3,407 3,069

3. ZERBR

20045 20035
ARBEERX ARBESRT

FLZER 760 760
TR ER 440 440
& &t 1,200 1,200

R2004F 128318 FZEBREFLZERSANBAREIVETMARELIVETHETE
RESEFEMRTEZHET - ARFZ LA FRARGBETEARBREIRETIOREEMELRE
EM0%DRFALBLRES -




20 BHE

20045 2003%
ARBBEERT AR¥EBEETR
[N
F8RER 244
A 4R 3 0 105
FRepE 349
Bt HERRBEER
FUIHE 3
PNy ] 24
FRBEE 27
BREFE
FREE 322
EIE 241




27.

28.

~AZT FX AP a o

2004912 A31R
FBEIE
20045 20034
ARBEET AREYEET
[BAN
F Y458 157 202
== )l 122 155
EP2ETEE (49) (103)
E R D - (97)
FERHE 230 157
it REEE
EYepEE 11 59
NEER 15 (8)
AR D - (40)
FRBE 26 11
REFE
FEREEE 204 146
F Y 146 143

EETRTERYENRENK

i A

ITHFERESARBIRZEZNG  EE—TFTHR  EHERIRELZEE  SKEEH
THERERBNME LU RPEBER - T EFER2004F12831B 6 FESHESO
ZE70% (2003%F : 50E70F ) FE R BRI EE -

B E2004F 128318 A5EHREEFERARK6.44187T (2003F : AR¥G36ET) B
WERAENEEZHAIESRPT - Hp » ARBS52E7T (2003F © ARKS43ER) AE
ErSMEYERENLIHMESKE ARBEEERS  2004F12F318 - DH¥HEE
EEERNInFERERERTRAROREERE -




26. ¥~ BERRE (E)
B H

i RN
REREE
AREBET
X AN
EYIeREE 5
Fi: =B Byl 8
FRERER 13
ETERRBRBEER
FYtrEE 3
ANEFHiE 1
FREE 4
BEEEE
FREE 9
FHRTE 2




R

~J

A77 FAX X PI R

2004128318

BEBET BARE
BEYR BEY GERESE ERRE i

ARBBET ARBEET AREEERT AREEERL ARWEER
A
ENHE 667 2,530 1,339 433 4,969
KEEZM 25 119 161 69 374
FRETEAN - - 2 1 3
BIERENE - (384) - - (384)
REMEEN - 85 - - 85
KER D - (14) (76) (55) (145)
ERGBH 692 2,336 1,426 448 4,902
SHFERAREES
ENBE 399 326 767 330 1,822
AERE 124 100 201 35 460
FREFITEA - - 1 1 2
KERD - (3) (50) (50) (113)
REWMEE A - 13 - - 13
HEEE - 22 (39) - (17)
EXHE 523 458 870 316 2,167
ERFE
ERBH 169 1,878 556 132 2,735
ENHE 268 2,204 572 103 3,147

72004F12F 318  AEEEESEAAREE282(87L (2003F -
N2y EZEFEREETSHES -

AR®4I8ELNERE




23.

24.

25.

b NE/NI]
2004 % 20034
ARSBEER ARBEBTT
e W FI| B 126 10
B ERERES - -
fE U R BOFE 126 10
AEBHBT TRRKENERNEFREERES BRI EEFE—FARKE -
20045 200345
ARBEER ARESETL
SHFIHETERS 2,500 2,521
FEHANBERE DA BE A RRER 1,742 1,338
AIMERBAREBEOMNENEZREMES 114 44
= 4,356 3,903
BLEREEEHK
ARBBHETT
200318 1H 17,476
iE I 7,483
B 5y (4,598)
2003128318 20,361
& 3T 6,875
5 (4,614)
20044128318 22,622




22.

23.

A AT FXAX P p

2004%12R8318°

BRRR
2004 % 20034
ARBEER AREEER
EWRRE 681 529
B EEREE (64) (90)
EWREFE 617 439

AEEHBRT TR BALNERRETHAREREER - MERBREPUEGNERER -
BR—EA REFALCERERLRAA SR EEETHELRLHE -

FERRENRGEDMAT ¢

20045 20034
ARSBEET AREKBER
3@ B AR 543 387
3Z61E A 62 54
6ZE 1218 A 12 3
1218 B B & - 1
&5t 617 439
RHEBARFEFEHRNEURE  ~E@HETHBANERZEHNER -
FE W ) B
rEB
20045 20035
ARSBET AREBER
FEULF) B 382 316
B BRI - -
U T 83 E 382 316




200 REBMEDNENRE

REBTEBEATMNFBOT:

Frih R TMmE
8 R BE i B0 H BEUWEX FEX¥K
Bk AR
FINTARELRETT 199335288 29.78% 10,000,000 HEEHE®K
AR DT F &
21, BREWYE
20045 2003%
ARBEER AREBBHERT
A AN
FEYRE 1,670 1,791
W BEREREEA 384 —
EBHEME  HMERRE (85) (121)
ERBE 1,969 1,670
R MERBEER
FY AT 337 297
REEIE 66 55
EREME  HEEDRE (13) (35)
HEER 75 20
FERBRE 465 337
EEEZEE
FRHBE 1,504 1,333
EXepEE 1,333 1,494
RREE 1,891 1,643

FR2004F 127318 AEEEESEAARBEI84E L (2003F : ARK474ETT) HIKE

MEEREATLESHT -

REMER004F12ANEN LA EBE  NAFLAEE2E BT EAIITR200453 8
JNEFEREBEEREFEREL -

L5 20040 AR

s e TR o ey g e




19. RFLENRE

~ AT FX AP A

B Z2004F 128318 XA X EFLANFABROTAR

-
i
kil
=

FRER

PETRREEN
(ZR)BER DA

TEYZRR(ER)
N

AN FRBEEL
BRAF

FREE

it

TEME
IRTRERERE
BBROF

BNFREHE
BB LA

RYBH/ it

20025 12R178
e

2002% 127248
Gl

1984 114198
Gl

199657 5 185
Gl

199351 A 8H
FE

20045124138
G

1996% 10,3 24H

1976F8A17H

19965 474 10F
"

19924 11 5248
hEF

19955 1 A 6H
TE
1994 17188
TE

19943 286
PE

FiERRt &
I=8: A&
99.00% -
99.00% -
99.26% -
- 74.44%
= 72.46%
95.00%  4.95%
100.00% -
- 75.00%
- 99.26%
- 99.26%
- 99.26%
- 99.00%
= 74.25%

ZREER

EX (BHAE

/i HR

ARBER)

3,800,000,000

1,600,000,000

2,700,000,000

1,000,000,000

50,000,000% 7T

300,000,000

55,000,0007% T

80,000,000 L

30,000,000

20,000,000

20,000,000

12,000,000% 7¢

5,000,000% 7T

2004%12A318

TEEH
ANGRBEH

YERRER

RERBERH

RrREBELER

REH

EERBEH

REZER

MERBEH

FERERE

REXH

NEREE

BERLENET
(B&RI)

BEREMNET
(B%I)




16 BEREES

AREE
2004 % 20035
ARMBEER AREFTETT
AHHENEE 2,336 —
AR ZmMBENRE 3,413 4,648
A 5,749 4,648
il 1,402 1,824
EE® 4,347 2,824
&at 5,749 4,648
17. BEHESF
20045 20034
AR EERT ARBAEEBET
AIEEERNRE GEL™) KARMBRRELEE LB 211 200
ARSmMIFTPAENRE(LT) 2REE 55 40
&5 266 240
18. FTEERERE
RRAEE
20045 2003%

ARBEER ARBBET

ABRESFOANT IR ' 62 -




AT FNERPY BT

20045128318

15. ERER  FRETEXZENRERETSEY

TRENAEESEFZEPEIEFHERTOEHRER  FHETRAERBENBREERE
ZED -
20045
E8 FRET ReR
N BEZE ReZEY it
AREEERT ARBEERT AR¥AER AR%HER
BRI
RERTROBRAF 9,463 99 4,993 14,555
B TERT 8,518 - 1,539 10,057
FERRERTBRHERLE 8,000 - 1,149 9,149
FREREET 8,790 99 - 8,889
EREREN 8,237 - 412 8,649
8
REEERT 2,405 - 1,407 3,812
EALBEESTERAE 157 - 2,830 2,987
i 34,750 241 2,924 37,915
B 80,320 439 15,254 96,013
20035
) Be Rk
% ReZEY A
AREEER ANREBET AEBBER
BAEF
PEBEITRDERDF 10,167 1,468
PEBRRIBROER AT 9,700 837
BERBRRT 8,381 623
PERFRT 8,847 -
PETERT 4,900 1,607
HR1T
HERERT 1,901 776
HEit 34,337 2,706

=X 78,233 8,017




14. @5

2004 20034

ARBEERT AREBAETT

BEZIEHNERE  EBHREE 66,618 32,332
FREER  BHR 27,925 19,170
AHEHENRE  AAEE 15,658 14,564
AXZMEBFEEMEE  2nEBE 2,664 2,111
=N 112,865 68,177
BEE 70,439 38,248
TRE 27,364 19,155
TEEF 15,062 10,774
= 112,865 68,177
syl 40,479 31,972
JEETT 72,386 36,205
=X 112,865 68,177




5T F PN R

20045128318

1. FRES ()
REHAERIS%OIEBAREGFENFERADEERF BRI ENBROT

2004% 20035
ARBEHER AREBER

BRI RNBRLHERREBEIT ST D 3,747 2,821
NETEFHAMRIS%ITENRER 562 423
BEEMRUABIEERBUANHEEE (423) (215)
BERBWARFEEERANMBEEE 393 225

FEREEFENIINEBERZABRRENE
GOk RS- 69 207
FRi5 % 601 640

12. BB

2004 % 20034

ARBEERT AR%EET

ERLRERE - SREBRARB014T

(2003% : R EBERAR®0127T) 867 592
AERE _ 518 493
13. ERWE

FAEEERERKFZEEAFEFNERA2004F 2 BT E A N F 5 E5,588,324,591 0% 5
E/B Y (2003F © 31T E14,933,333,334/8 * B R E2003F 128198 B E A ED
B) o

ARRRBEAEENEERD  E#EERNSREETEIR-




1. FTE7
BE(FEAREAFNBCEMGRETER  FEENENNMEGELTBREZEFFEH
EZUEHIBHENAEE A& FLARESTHENBESERNARNCEMER

EMT

HE FRAARHED> KB B=®
PFEARAMBOEMER —RBERFE 15%
— A AR E AR R LA b 33%
EEFER ~UREBEMNTHEN T L F 17.5%
2004%F 20034
ARBEER AEREBBET
AEEEHMAEH 572 635
[RGB E DA FTIS TR - —
EHAEREET 572 635

AEBHHEZEEENELRRNELERIE -
SEHETEES (246) (349)
RABZREEGS (81) (43)
KIUBETEES 41 (5)
BIEREEERA 339 432
AZZMEENRENAABEERE 7 (25)
H At 31 (5)
EERIB A& 29 5
601 640
B FTISRIRE - (146)
g 601 494

BT RAR (G0 RS FEA T 20045




10. 2R3

(n

(2)

EXMBCHBTNER

AT FIXAX P

2004F 123318

20045 20034
ARBEBRL ARXEBEER

TERZEN TEEESHS0002) 2,720 2,471
BWENERE 66 55
ME BBIRRENFE 460 399
T R 19 21
B3 24 3
REMHE BBERRBENEEX 10 2
REME PE EERHBE EEIREMN
T A EREEE 73 35
EEHIEREEFE (39) -
ERNERBLRER (12) -
ZEaMHE 10 2
THREEENZEEHHEES H 521 524
TEREMNTREEZEEHS)
2004 20035

ARRABERLT AREEST

I8 Hekh#Es 2,225 2,077
BEEd HERBEEGER 495 394
&5 2,720 2,471

O RE R




ok A

2004 2003

ARBBERT AREEETT

EHFZLEE WA 145 26

BREEERBERER 146 119

TFEAEU A 102 20

EHIERZFE 3 -

FRIBITRERENN BWA 9 —

HApb 246 19

&5t 651 184
BERERFERAZ

20045

EH pal FE

ARBEERT ARBBEERT AR¥AHER

ERRIEEEHA 9,292 (2,307) 6,985

RIR 3,866 - 3,866

F& 2,287 - 2,287

W ER4E 1T 2,506 - 2,506

REPLAFTEREES 822 - 822

RERREEPF A 7 - 7

A&t 18,780 (2,307) 16,473

2003&

ES% TR F1E

ARBEBT ARBEET ARBEET

ERLEBEEER 8,958 (2,284) 6,674

RIR 3,010 — 3,010

Eg 1,635 - 1,635

WERAS T 2,479 - 2,479

REPEMZ L EEES 988 — 988
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7. REWR
(1) FREUS

20044 2003F
ARBEHERL ARKEET

EEBHERENF WA

EH 3,074 2,142

E HTE R 3,592 3,520

H 4 72 118
RERENREWA

BHEREES 382 69

ﬁé*\ 7 2 11 —
REWEGEEAERA 130 99
B% 7.261 5,948
FREREE(FR) 4.1 4.1

FREWRZXREZREB Modified Dietz 5 ZFTEN ERERERERSE

2) BEERRAREBEHWE (BX)

2004 2003%
ARBEEBRT AREBRSEIT

BEIEREAKE 22 (8)
BRI E (789) 398
TEEBEE (6) -
EMigE - 5
25 (773) 395

(3) BEREWR
20044 20034

ARBBEEBRT ARBEETX

FIREWE 7,261 5,948

EEBRAERMNKZE G (773) 395
&% 6,488 6,343
BIWEWRER (FLLR) 3.6 4.5

RREPEERBEFREVNAZHANAETESEL -




RRRERREREA (E

E5E (E)
20045 2003%
AREBEERT ARBBETT

FERE
BB ERRE 6,232 4,589
ERBERRRE 3,545 3,351
EHNERERR 373 157
MERBREREAREBRA 10,150 8,091
EERRERREEWA 60,049 63,134

HRDHERE

ANERR
BmAERE 35,668 34,049
BITRRB 5,836 10,562
BERR 7,582 9,451
49,086 54,062

TERE
MENE B {RE 4,902 3,617
JER B EHRE 1,654 1,534
EEEERR 285 121
6,841 5272
FARREREEERBRA 55,927 59,334
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6. RRRAERREZUWA

20045 2003%F
AREBEBT AREBET

EERRE REBRARREEREER

(BEPELRETELER) 65,618 67,497
o EERe KM (739) (552)
EARRE REBWARKELNRBER

(B E RS RHM 64,879 66,945
B OEEREEERBRIREEFNKEILNEERBER

EASk (2,882) (2,951)

EEBRR (534) (860)
B OEZENASRARRREEREEPNRELNREBER

EAER \ (1.333) —

SRITRER (81) -
EZERRFEERREZNRA 60,049 63,134

ESE-

ABRE

BAASE
EFRERREZBRA 7,628 9,023
BHRERREBHA 28,321 25,594
35,949 34,617

RITHRRE
EFEREBERREBWA 5,639 10,443
EBHRERREEWRA 197 119
5,836 10,562
e R 8,114 9,864
ANERBEKREARREENREEBRA 49,899 55,043

T — GG TRAeT




ANBRE HERR B Hi i =
AREHE AR AR ARE AR AR®
BET BET HETL 5B BET BET
EERER
RELEDAHRE - - - 3 - 3
EfigE 143,371 5,874 12,798 2,055 (8,181) 155,917
HhEE 39,445 6,765 227 4,719 (1,032) 50,124
BEE 182,816 12,639 13,025 6,777 (9,213) 206,044
EREERELEES 163,556 9,508 - - - 173,064
H 5 15,414 1,591 64 3,654 (1,032) 19,691
BEE 178,970 11,099 64 3,654 (1,032) 192,755
WE LTHEBER |
BENEH 337 122 - 16 - 475
BARNREER 3 - - 32 - 35
BAMY W 614 131 1 2 (5) 743
FAAHEENEM
FESERMTH 28 56 - - - 84
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TEEE (E)
HZ2003F 12A31BLFERMSBLHOT ¢
AERB MERR B 2w i =
AR ARE AR AR AR AR
BEETT BETT BET BETT BB BETT
@N
FERRERGEBWA 55043 8,091 - - - 63,134
BN HRE (981) (2,819) - - - (3,800)
FEBETEESENEE (256) (229) - - - (485)
FERRE 53,806 5,043 - - - 58,849
SRESHEAN 371 876 - - - 1,247
FRERG 5,356 260 229 103 - 5,948
EEBRFERNUZ 302 43 - 50 - 395
HiaWA 123 2 - 59 - 184
WAAE 59,958 6,224 229 212 - 66,623
BLEREEEHAEDR 2,848 37 - - - 2,885
ERRRPFZE (10,826) (3,960) - - - (14,786)
ERETEBLENSE (40,417) - - - - (40,417)
Aex (5,074) (602) - - - (5,676)
EEREREBRE (4,007) (1,310) (32) (159) (5,505)
FlE S (205) (15) - (4) - (224)
TREREEES (28) (56) - - - (84)
ERRH (57,709) (5,906) (32) (163) 3 (63,807)
EEFRE 2,249 318 197 49 3 2,816
EEEENTNE - ~ - - 5
BiSH (299) (222) 27 - - (494)
LYREES - - - (5) 2) (7)
FHE 1,950 96 224 49 1 2,320
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Y
W
S
I

ABRR  HMERR A Hft iE &
ARE AR ARH ARH AR% ARW
HET ER-$re BET BEER HER BET

‘ﬁéﬁf*%

RELNFINEE - - - 3 - 3
H A% 180,993 7,579 19,619 2,214 (8,964) 201,441
EwEE 42,839 8,066 7,770 4,731 (354) 63,052
BEE 223,832 15,645 27,389 6,948 (9,318) 264,496
EREARECEES 198,031 11,995 - - - 210,026
EHEE 19,678 1,989 1,477 2,992 (350) 25,786
Bref 217,709 13,984 1,477 2,992 (350) 235,812

FE IHERER

BHEHEH 350 117 1 101 - 569
B2 EEE 35 15 - 23 - 73
BEAMT N 361 87 8 14 - 470
HAAHEENEM

FHEBAM U (26) (26) - 1 - (51)

T




~ 47T FIXAX P AL

2004F12A318

7 EBE (8)

DHEERABRTIERRERREXNEENEERABERRABR PN RENHNE
ERAE DA EEENREHEEB IR TUREE - EKEEA{%QEEEEEP;‘HLL?D
BRETFERMH - FEERFRAZWARFMNEZERSTERERAN LAES - Bt - X
RERMBIAIENDE A

HZ2004F12ANEB EFEEHTHBAMAOT :

ABRE  HERR 3 Hit B& i
ARE AR® ARH AR ARH ARH
HER BER BETR BER BEER BER

B A
THRRRERFREBHRA 49,899 10,150 - - - 60,049
B HLRE (813) (3,309) - - - (4,122)
FEUHETERSENTIE  (114) (1,077) - - - (1,191)
FoBRRE 48,972 5,764 - - - 54,736
ARELEA 234 1,142 - - - 1,376
FEANE 6,517 295 439 79 (69) 7,261
EEREAERD

W&/ (BX) (755) (51) 2 31 - (773)
E g A 276 30 48 328 (31) 651
NG 55,244 7,180 489 438 (100) 63,251

REEEHAEDE 2,071 190 - - - 2,261
RREMR (12,033) (4,440) - - - (16,473)

»a& EESENE (33,967) - - - - (33,967)
ﬁ%ﬁ it (4,577) (678) - - - {5,255)
BELEBRER (3,653) (1,742) (171) (387) 31 (5,922)
MEXH (16) (4) - (22) - (42)
HRERBEREES (32) (74) - - - (106)
BEAH (52,207) (6,748) (171) (409) 31 (59,504)
BERB 3,037 432 318 29 (69) 3,747
e (333) (215) (46) (N - (601)
LEREER - - - (2) (28) (30)
b 2,704 217 272 20 (97) 3,116

CIRBEB A




4. ZEBERNED
R2004FE AEENTBREBEZBHHT

(a) 2003 9A29F @ FPLREABREERETATUATEBIFELEE)) AP EETH
BREDMBITATEEZ2B7T]) REBZEEFTTRESEERE - FTEHRERTH
HEBZBT0%REEEZLRTEZET PHABETELEEEEZTES (UTHESH
BIREEE ) M2003F 128 23R M AT Ll iRTRIEE BRI R EZRBITPNEEE
AEFTEZRITERETLAF (UTEBIFLET]) - A FEHFEeTHEFLLE
MZIBITHE NI AER23008= T - B - BINFTEREEIFELER20045F
2R 2% FEBOTRATILEREETIWEZN TR MELTRITNGE
REODBEZWRATEBDNAHIBRER -

(b) H2004%9F208 - FAFTU—EEERH - UNBZERITFRERREER
ARUATHRIFRES]) 0% TRITERNEREERARA D GATH
BITRMED < REBRERE - ARBRT R E R0 BERE9.26% -

() F2004%9F28H ' ARRFIVY—HEERSE  NEZHEFTTYENIONLRETF
ZiEF REEEXRE AEERFLUENBRERDEIN26% -

(d) M2004F12E138 ' AR UFLZEZRERODERLT (U TEHEBFLEHEER
%)) FEEERBASBTNURRERETFEFTZASREROERAR (U TEHBEIFE
ZER])  PEHIFZHERBBROGERQAS UUTEBIELER]) FTEEERTFE
TEE FTREZFBNBRERABAREI00E T MASEESHEXEEHII.95%
FIRRTE -

(e) TM2004%512A29F8 BHHEBHFEEERZEENHE  FREXUTEEFER
BEEQRAUTHBIFRESF D ETRRLAETERTLES10.88%RE - R
RE7THRE  TEERTZESNRIERETL44% -

(f)  H2004%r > LERHEHEERLATEHEE - EMBEEERABEHSETRSER
UL -

5. 7EHRE
FEENEESHFEEESANE : ASRBEL VERBERE BIARETCES - D

HENERREEERBOAMNRARBREARZAELSREESHNBRARER (B
BREGEESERNEMDHIEHNRS) -

HEERER(EDEFTED
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3. ZEENBEREE(H)

(27)

(28)

EERE (8
HEEE

EEURRAEHMEENEREEVEEER2HAR  AEBEREELRERR -
AN TERTRRENR HEREERBREAREIENRESR REEEN
FEHEEBGENKDEH  AEECHNERTHRBERR -TRDEEREE
HFEBNEREEIRSE - FEEEEEFOBLENSNREEXN T RNEHE -
MEREBEERREESERZAERAELENRRRERNREREREZRERES
HRERMNRE - WRAT - JUEEBRREHNEEET S SUBZEER
ANEFBOBESRE L B T LA -

BRI RERAMEERE EAEERNEEEEMN TR BANSTEARAR
Lt BONUMEERZREE (BERINCEANBELEE  IRRESHAE
AP MBEENREEETERAUANFERRAELRRINREEE (CNEKE
HRFE) - B ERROREEERRBESFA T TED -

S EHOER

ERBRUERS LA RNNBRRE TREREL -EOEHBEHANRHBSE -
ZERMINEBRRILSFEIVBRRENEENEENSERBEHALK
AMEANSHE AUt ERNEREELABGTRTEEER -

R

MR-—DARNEZXIEEERNE -7 AEEETHBRRNEERRBY S -7
BEEARE HEIRE/EHY -  REAREZHANARNERZENE T LR RH

7 c MBS ARBEASCEEE -




3. ZESHEREEE(E)
(26) BL1R (&)
BEHERM T S EAENEENBHEHAAENBRRT LEARENYB S
EMEHNFRERE - BEHEAEN A BN FO BB A E A RRARITAE
BRI RENER LR R ERNWEREERNEBNF SRR T
R -

BELEREEEESKBERANEARMEENHEHNELTTUAER - RE—EE
BERE AEEEFTEAERNECHREEEREEREEENRAEE TE
AXRAERNERHTASELENERANNFREAERNELRELE - EAIETH
AREANEAVAMESERENEIRNEEENSOAEZHNES  FEEEHARE
EHBEENBRETE - BRARETAMRNENNARNBEREHELNERIEES
B MEMNEREREIZENEIAELEHEBERE -

EEREEEMNREATHTR  ERFADUEE (BRI THEERER -
BERGFAERNBEEENENAR AR EEREEET AER -
FrERERERER KB AR -

(27) EERE
RELE

RE-EERERERERENRERR

HRUEBES KA ESRR AT ENRE  —BERFUREZRBESAGRZEREE
P RUEERE R REEREER Lt ARHMBR-

EENREEERABEHNITREOSHE 2 ANZEERBRETESR - HUNFERER
MRERE  EASEEXBMIARBLERDNREEESE  MEQDERERA
REZBETRRESHNINERT - REREZENRAEETEEBRERAEERFH
MESKAREHRRE o
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TEETEEGE (&)

(24)

(25)

REMBEE
EUEEEHLEARELAEEMEREENEANNEABRKRENEE -

FEBEABEAR BBREEESEENEEIRREYE RAEsUHEEES
MEEEE  THEFRARRERZTAGHIBRS -

FEBERFEAE  BAREGHEEELANEMNES EHEFRARBERETA
BEHAMBR LBEARHIBEEERHEAFTRUESRZERELEEEERL -

EIR®A

BEREK

AEENEITELBEBHABELHE - ZESE £ 4T EREURTHRES
P AEESAAREE LS HANNERNTE BEREUMEEENRRKET
YNEES  PRINREREERHAER - BEZXSHE  FAEEREREFR
BEEMETCEREERRESH - ETFTEENERHELER  HIRLEBTE
Ko

FEEF

FRENEIZERFEDNREEELESHE - AEERBEEIIEN —F L
FABMREE - AREEZESNBEHERNEXNSHERMAE -

Rl

ARERBEBUSZRAAELRBANBERNEZRZ -

(26) B IR

FIEHRER(REMERB) RBUTHBER BHNRESE - AEHNEFNE
ARATAMGAERNRYERELRE - RENBUEAERBERABATE -




3. EETHEREEE
(22) B A®BR (&)
(b) BREABERBES

REREZFERBREBONREBRA  EREBERBRFAUNRNREERSEE
REBENREFTRIEE -

EEENERARRENEAREREE -

ARBARRERRAERANRERSRERA  BEERBRAEENR
B8 TREREREMR -

(d) FREW:S

FREVZERATHER BEEIHEES  EARSESF REFEHRERN
EHERNANE  BEEFNORE  RAVELLUEEAERAE - RENKER
R EER TIXER REVELLERERANKETEPANRE
EELR EHEHARERERARBA - B FRERERELRE B
M EIZERE L PIETR -

(23) BREXXK

EBRBRART AEEETIEMNELR  AREARBRNSHERBREHSOHA
AEEEBRRA  AREAREZLEEABANGEASEN  BFHEARERS RN
EERRELEERNSNEEARME -

BREBEEBERBEERRARE MO ARBLBMNBERRAFEKANE MRS
BRNERER 2HNRIEFACEES RESNSRFANDLNEREETE
B  ARBRBAFEBENETSE  RERRERGE -—BOLNETHET -

BREXBNEELRBBEEEERERT AT  MIFERMNEREE - AEEE
BEERBRANMBEENETH G  LTEEHBERBRANMBRNETEE -

RIETEERERAT - R2004%  FEAERHERRNEHABRBERBY
A10% R L EEBRROT -
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TESTEERE (8)
(19) REELRIBER

REZERBREBNRAREEARRBEARBAANRER ERERERRNE -
UBHBRREBNEERIINESCERPHESPRE - EHRLNBHRPEE NG
NHEFFAAHMNBERNBERI LS -

REEZERBREREBFPEEVRERAEIRFPEMNKRAEBEEMHANESE R
FARERENRERR BURPHEIREWZERBERPERIAE - 8EELE
PHEELGERNTENE TREAMBYRFNEENREXFIEEESOHRE
DEZHE - REMNBBRA - ERIL - FRENSE TERIXDBEERFPNEEZRRE
REDRIRBR  MAEEHAMEBRTRR -

(20) BREEMER

ZERBOBABEENRANBEHRBRERTINREE  T2ERERRE - 3K
REBEBURNRERLEERANELEREESHKAUNBLUNT XN T URELERER - B
BRITARELRERPMNANERBLREERERPHENGN -

(21) B E o2&t
BRENEFEREESREY ERABREAGRTRRREREBEEZES ([THERE
SHERIERABEERER -

(22) WA TER
WAREREBEL SHBHRBENSERATAREER  BELHEEHITEMITER T
R WANERERNT -
(@) REBUA

RHERABREBRSALASRBRORENREI R ZRERGBRARER
BEA - REMERENRERERNRFPUDRESERRRA - EEMER
aREBABRBNREENREER NARRRBEERIBEA -

e ReTRAe T




3. EEEHEEEE (H)
(17) REASRRBRER (B)

ARFPHZEETHARUERARSNESRENEAREL BN THREEEARR
XHZSEANEEMEENREVARGEE R TUNE - AT ERANEBER
WA MABRATARVIABBEETESKAE HRARIBEIEGE - A LM
EEEFHOREASRRERLARESEINRRIEEEC - EREXTBHHA
EREBHAOREGTRRE  MZSERARZSEENEETE -

(18) MERBREBASRABER

HERBREEGASREBARERHEEEETHRANRE - REGFHEERE D E AU
EEAREARAESIAE R EIER ©

RKAEREFEE

ARBREFERYUYWERREERAERBEBARAXBRREREERRELESR
ATREEET R RBM ERS - ZEREE AT ANBRETEBERAEO R HARR
BX HERRERERKRERTRBNERS FRERBERBRYEHEE
HEREBENERAET T MEESNES  UHAEELNABERREE BN
BHRHMNERT - NEBTUBBENT ZHERRETERES -

REHEMTEHEE

MERBMEDASRBNRER T B EIARRERA - LEEERR AR ARES
B ARRERFREBELA - REBETERSZHEREBIEANDRIGHROHE AR
REBEUWA -

RETEEHET

RETREBERRBHRRER  KEX  ERFEREBERRLAEZNRERANG
i HEAASRE  ERASRBREVERBRARIMEBREINERSE - HEH
ZEREBREASRETERS EVERBEBNRETZEGSESEEXN Ak
SEHEEBETUEE -

e EEERR(EE) RETED
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3. EEETBEINE (&)

(15)

(16)

(17)

1o fE A

THEREAKRANGEABENREERRNSREIT - THERBERGBENF
RARBEREETHIE -

ik

HEREWBERANBEAEEREZARKETLAR BEQTHALATNKERZ
ASRFEENDAEBEREEREMENDD BERBESRIEHESTRE
RIOCENEITEE - N2004F3A3 A2 BETHWNEMESANERLR T UE
e EEREFR EAURXRPREENEEEEGTEE IR 2 REMNTER &
EEMBREEREEBEL BEUNANKRETEEDBREEEBERNBEIET -

REBARRBRER

FEHASRBRAEMNIREKRETERZ(CNFE  EHRBEFBRI2ER B
ERRHERAEHREBEIEARE (BFETERRRRE) -

ERECTEACEERARREELARRESHESRIUIINREHASRBRRESEA
EERKRBEEIMIERNEES -

BABRBREBMAENARRAPHZECRAZLESRILCE - BEX  BH
ERPAM REDR (BHITRBZENEATNREMBLNER) SEEEN
BERRER LOYEEREETE - ZSHEBRNRELEASFIELRETE -
FRIFELBRRETENENL - RERTHFERRIZRE YRV URBRE  ELES
Ankatt(BREER RTOEARFEENSARRITE) N70% 0 EERER
BA ITREEEASEA-HFERE-

HRRENTHERRRREENRE  BINERETNEEES  ERERECTE
EEn 80 BEENBEREeBBERAEBEENRESB LEANEELLDIBE -




3. EEENHERE )
(13) 1% - KBRREEFE
Mg BERRBUEBRSIRRHAENRAEEEENBTIR - ¥ RS A
EHERBEN  SERANRHAERER LY CRREELOREABAES
BRI R B R B -

WE BERRENVAKAEEABEER(FECDERMAARENEER) U
REMETAEZEEZIATEARENEROBENTERFBONE - WE - #R
DRBEANERRMBENGERESEIL  —RREBEEDHASGHIERT -
ERBEBTNEAXLTEERNE BERRENRREERZIENEBE TG
KENERAT ZXEERDE  BBIRRENBIXETUERL - '

ME BERRBOMEIREREEEENEH FREEREATEMAIERERAN
BERZTIRE - R BERREOEHEFRERNEFAEAFEREARNIFOT

B RBRER BEAUEREFR

HEBTEEMR = RS EFREELSE
BRI A EFER A

ZEY 3% 30-35%
WORE REREBE - 5&
B®RE 4% 5-84F

VE BBALRRENTAERENEHRENDZETERE  UBRZEENTESE
MAEFRAZEERHAIUSROEENEHE - -

HBERRTEDHBEEANEETBHRENE CLEESEBEYBRRTIIRE
EHRFIEER -

(14) FEIRE
ERIREREERTNREYRSTERBEIRE -

EE2TRERIRRAERAITGRERE -

i
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3. EEFIHEHEMSE ()
(1) B EREE S

BEHOBEFSERENEN BREAXRSZERIBRRNIG - AEEAJREERMU
ENESNAAEERERERHENNER - BHRERFUERAREALR - &R
BREAEENERE  FREVEHEBEFRIETAESNREAENES AR
BRENESKEEEAHEERGERLIIR -

(12) BEREEFSAX
EHANSRBRBREEECERBEBFNECREEERF

HEGHESKATUETS  2RREMNESNAZERAEANOE:  2RER -
HEBRRRELEZR TEFEBNIERENER - REZFLHAREEESTH
AEYFHEEREESKANETIREEEIEH -

BRAFRBEBRESRBEBNECREESKAERFREFRAUBRRE
WAWIEKW%% ﬁ@ﬁ%%kﬁﬁ%”%ﬁﬁﬁi ERREERESRE  BRIFE
HIERBETEEHIE

RAVAFRNMREBERRARANECRERESKAERFCRAEFRAUZERAES
FAFERABRFEROEMNEREVECLAESE - BAEFBREETIARENE
AECTER  EEER REUKAURERRER  BREZBLREMREBRFHE
MEN THREEERREMFENED - B EFEFTEHETAE  LUREH
EEMERARFHRERARNANEFTERABREANENEE ERERBETNER
EefrIBERPRE -

HERBREBAZBRBEBOELREERFAK

REECBRATIZRAXBNAZEERHENAENARELAEENREE - RE
BEXARAZNEBTRAMEBMEZE  FEEHETFUEELEREFRANEHS -
EEEARARBERAE  EEREESKATERRE  UERELTREESKAT
BEEJKESE AREESRAMABRRQRBIMAFEABRNT R T RE

it -




3.

ZEEHEEEE (8)

(8)

BEABRERS
AEBEBITEAREES M - ELBSFBERRLEER - EAREBEFUER
SHENXEARE - ZEBBETHERRRESHEERBERTIA —HEAE - A8
BYTHEREZEHRETNES - REFRBEZA  HENLTEFI AT
ANHALEDEERFES - BHTRBNTEEERS  AREBYREESXEMESR
REAFMBAENBHEESEBSER -

BREWF
BENERENESHEW REFEEARY  MENEE RBHUESR RE B
ERERMEENTRENRYENEE -

REDEVIRBRRAGE  IREDZSHREAAINEE (BERZRETEA)H
RABEAGE - ER  REVEAURFTHGEFTHELAEERRNFEIR

BRENFENHEDNEREREER T FRE(RIGEREHN3%) % - EEEFAAIER
FRANERZNRE - REVDENEAIERFR B30E35F -

TEETHREREVMENTRRFRRTEFREND L UWERREVMENTET A
MIFEFEREZREMERRNIUSTROEENGEB o

FEEHCREFTEABNESCERNEETHGRINE  ZSEEREBEINTRYH
MEATPHEERLEER -

EREVDENREHERFTEZHBUD MR BELREREVETREREEBLES
HANERPEILER - EEHZREVERENTEVEETFERERADEER
RAHOMBEESEREROBRSE  HZRENERONBAEEBIEEES
HEMERS -

EEEERERRPRAVEZRBCUENERREDENE ANEL -

RERBREEEY

R EREFREREFURBITNRSE ReFEYEFREHRE - R¥lER 21
BMSCHERRS BEEEE-ZFEANIFEEEZIEBRINFRIKE -
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IMorgan Stanley Asset & Investment Trust Management Co., Limitedf Morgan Stanley
International Incorporated® & # A& + M Morgan Stanley International Incorporated§|
B EEAR = Il %5 5 90% £ X - Morgan Stanley Asset & Investment Trust Management
Co., Limited$$ B #9274, 000 EF ABER L AMIFHaIERTA -

Morgan Stanley & Co International Limited (3 B X QR &) %15 14,227,408 F B &
22,070,4990% % &) B Morgan Stanley UK GroupZ & # B » i # %4 Morgan Stanley UK
Group&JMorgan Stanley Group (Europe)Bl] i Morgan Stanley International Limited##
F98.3%# & > Morgan Stanley International Incorporated# & Morgan Stanley
International Limited 100%## %% ° Morgan Stanley & Co International Limited# & 1)
ERRRECDERERIAAZTNESRAEHLHEA -
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EAS1.6%%EL o BRI A FEEMorgan Stanley Leveraged Equity Fund Il, Inc.89
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w=ETA o
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GS Capital Partners (Asia) LP(33 5 & 2 51213,347,4760%) &GS Advisors, LL.C & — 8
EEGHCETLAREREE 1% MEENERSREEEFRLAMN2ETFAT « GS Capital
Partners Offshore (Asia) LP52 GS Capital Partners LP (53 i35 H A Q2 R)35,373,7468 &
62,180,3160%) 7 Bl &GS Advisors, LLC.EIZIEHI b E W HEEF 1% ° GS Capital
Partners (Asia) LP + GS Capital Partners Offshore (Asia) LP GS Capital Partners LP&Y#E
=& 310,901,538 EEAGS Advisors, LLCAIE R RS REEBERAANHH#E
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Goldman Sachs (Asia) Finance 100 2,992,000
Goldman, Sachs & Co. 100 1,667,500
Goldman Sachs International 100 67,013,500
Stone Street Fund 1994, LP 1.00 13,584,034
Bridge Street Fund 1994,‘LP 0.03 14,223,610

Morgan Stanley Dean Witter Hong Kong Securities Limited ([HKSL] ) HMSDW Asia
Securities Products L.L.C. 2B B2 T - MMSDW Asia Securities Products L.L.C. B g
Morgan Stanley Dean Witter (Hong Kong) Holdings Limited2 & # & < Morgan Stanley
Asia Pacific (Holdings) Limited (& #%  Morgan Stanley Dean Witter (Hong Kong)
Holdings Limited 100%# 25) A 1 Morgan Stanley International Holdings Inc. 38 90%
2k - EER 1 F) 84 B Morgan Stanley International Holdings Inc. 90%4Z 2% * HKSL
938,089/ 47 & 80,000 AR CIFAER T AR B EMBEE RARHMETA

Morgan Stanley Investment Management Companyg Morgan Stanley Dean Witter
{(Singapore) Holdings Pte Ltd. 2 B A - M Morgan Stanley Dean Witter (Singapore)
Holdings Pte Ltd.Bll @ Morgan Stanley Asia Regional (Holdings) Il LLC.2EHE -
Morgan Stanley Asia Pacific (Holdings) Limited# & Morgan Stanley Asia Regional
(Holdings) 1t L.L.C. 2 284 25 - Morgan Stanley Investment Management Companyif &
#27,181,037REERERTANSHEREEFTA -
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Partners BA
(Asia), LP
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LLC E g
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EiEn 25,298,493 0.99 0.41
Morgan Stanley —~ REHE 1 289,375,848 1131 457
leveraged Equity 2EZ
Fund I, Inc.
Morgan Stanley — X#EHE 1 289,375,848 1131 467
leveraged Equity $# &
Fund I, L.P.
MSCP/PA Holdings ZEFIL 11 289,375,848 11.31 467
Limited (Caymen ¥
Islands company)
MSCP/PA Holdings Em#EBEA 11 289,375,848 11.31 467
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should consult
your stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountant or
other professional adviser.

If you have sold or transferred all your shares in Ping An Insurance (Group) Company of China, Ltd., you
should at once hand this circular to the purchaser or transferee or to the bank, stockbroker or other agent
through whom the sale or transfer was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

This circular, for which the directors of the Company collectively and individually accept full responsjblllty,
includes particulars given in compliance with the Rules Governing the Listing of Securltléi ogl TﬁﬁﬂStOij
Exchange of Hong Kong Limited for the purpose of giving information with regard to the Company*”’ ¢
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

(Stock Code; 2318)

GENERAL MANDATE TO ISSUE SHARES,
APPOINTMENT OF DIRECTORS,
ADJUSTMENT TO THE INVESTMENT LIMITS OF THE BOARD,
AMENDMENTS TO THE ARTICLES OF ASSOCIATION
AND
NOTICE OF ANNUAL GENERAL MEETING

A notice convening the Annual General Meeting to be held at 10:00 a.m. on Thursday, June 23, 2005 at 6th
Floor, Ping An Building, Ba Gua No. 3 Road, Shenzhen, PRC is set out on pages 10 to 15 of this circular.

A form of proxy for use at the Annual General Meeting is enclosed and is also published on the website of the
Stock Exchange (www.hkex.com.hk). Whether or not you intend to attend the Annual General Meeting, you
are requested to complete and return (i) the enclosed reply slip in accordance with the instructions printed
thereon not later than June 3, 2005 (Friday) and (ii) the enclosed form of proxy in accordance with the
instructions printed thereon not less than 24 hours before the time fixed for holding the Annual General
Meeting or any adjournment thereof (as the case may be). Completion and return of the form of proxy will not
preclude you from attending and voting in person if you so wish.

April 28, 2005
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DEFINITIONS

In this document, unless the context otherwise requires, the following expressions have

the following meanings:

“Annual General Meeting”

“Articles of Association”

“Board”

“Company”

“Directors”

“Domestic Shares”

“General Mandate”

“Group”

“H Shares”

“HK$” and “HK cent(s)”

“Hong Kong”

“Latest Practicable Date”

the annual general meeting of the Company to be held at
10:00 a.m. on Thursday, June 23, 2005 at 6th Floor, Ping
An Building, Ba Gua No. 3 Road, Shenzhen, PRC

the articles of association of the Company, as amended,
modified or otherwise supplemented from time to time

the board of Directors of the Company

Ping An Insurance (Group) Company of China, Ltd., a
joint stock limited company duly incorporated in the PRC
with limited liability and the H Shares of which are listed
on the Stock Exchange

directors of the Company

Shares which are subscribed for and or credited as paid
up in Renminbi by PRC nationals and/or PRC corporate
entities

a general mandate to issue Domestic Shares and H Shares
representing up to the limit of 20% of each of the
aggregate nominal values of the Domestic Shares and H
Shares respectively in issue on the date of passing the
related resolution

the Company and the Subsidiaries

overseas listed foreign Shares which are listed on the
Stock Exchange, and subscribed for and traded in Hong
Kong dollars

Hong Kong dollars and cent(s) respectively, the lawful
currency of Hong Kong

Hong Kong Special Administrative Region of the
People’s Republic of China

April 21, 2005, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information in this circular




DEFINITIONS

“Listing Rules”

“PRC”

HRMB”

“Share(s)”

“Shareholders”

“Subsidiary”

“Stock Exchange”

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited

means the People’s Republic of China, but for the
purposes of this circular only, excludes Hong Kong,
Macau and Taiwan

means Renminbi, the lawful currency of the People’s
Republic of China

means ordinary shares(s) of RMB1.00 each in the share
capital of the Company

holders of Share(s)

means a subsidiary within the meaning of the Companies
Ordinance (Chapter 32 of the Laws of Hong Kong) for
the time being of the Company whether incorporated in
Hong Kong or elsewhere

The Stock Exchange of Hong Kong Limited
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.
(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

Executive Directors:
Ma Mingzhe
Sun Jianyi

Non-executive Directors.

{(Stock Code: 2318)

Registered office:
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Ba Gua No. 3 Road
Shenzhen

PRC

Huang Jianping

Liu Haifeng David Principal place of business in Hong Kong:
Henry Cornell 11th Floor, Dah Sing Financial Center
Lin Yu Fen 108 Gloucester Road

Cheung Lee Wah Wan Chai

Anthony Philip Hope Hong Kong

Yip Dicky Peter
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Fan Gang

Dou Wenwei

Shi Yuxin

Hu Aimin

Independent non-executive Directors:
Bao Youde

Kwong Che Keung Gordon

Cheung Wing Yui

April 28, 2005
To the Shareholders

Dear Sir or Madam,

GENERAL MANDATE TO ISSUE SHARES,
APPOINTMENT OF DIRECTORS,
ADJUSTMENT TO THE INVESTMENT LIMITS OF THE BOARD,

AMENDMENTS TO THE ARTICLES OF ASSOCIATION
AND
NOTICE OF ANNUAL GENERAL MEETING

INTRODUCTION

The Company proposes to grant the General Mandate to the Directors to allot, issue and
otherwise deal with additional Domestic Shares and H Shares and to appoint Mr. Chen Hongbo
as a non-executive Director and Mr. Chow Wing Kin, Anthony as an independent non-
executive Director of the Company respectively. Moreover, the Company proposes to amend

.
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its Articles of Association to reflect the share capital structure of the Company after completion
of its global offering in June 2004, to be consistent with Appendix 14 to the Listing Rules and
to increase the flexibility and efficiency in operation.

At the Annual General Meeting, among other things, (i) a special resolution will be
proposed to approve the grant of the General Mandate to the Directors to enable them to allot,
issue and otherwise deal with additional Domestic Shares and H Shares of the Company up to
the limit of 20% of each of the aggregate nominal values of the Domestic Shares and H Shares
of the Company respectively in issue on the date of passing such resolution to grant the General
Mandate; (ii) ordinary resolutions will be proposed to approve the appointment of Mr. Chen
Hongbo as a non-executive Director and Mr. Chow Wing Kin, Anthony as an independent
non-executive Director of the Company respectively; (iii) an ordinary resolution will be
proposed to adjust the investment limits of the Board; and (iv) a special resolution will be
proposed to approve certain amendments to the Articles of Association.

The purpose of this document is to give you notice of Annual General Meeting and to
provide you with all the information reasonably necessary to enable you to make an informed
decision on whether to vote for or against the proposed resolutions at the Annual General
Meeting.

GENERAL MANDATE TO ISSUE SHARES

To increase the flexibility and efficiency in operation, the Company proposes to grant the
General Mandate to the Directors to allot, issue and otherwise deal with additional Domestic
Shares and H Shares of the Company up to the limit of 20% of each of the aggregate nominal
values of the Domestic Shares and H Shares of the Company respectively in issue on the date
of passing such resolution to grant the General Mandate. Any exercise of the power by the
Directors under the General Mandate shall comply with the relevant requirements of the
Listing Rules, the Articles of Association and the applicable laws and regulations of PRC. The
Board has no present plan to issue new Shares pursuant to the General Mandate.

APPOINTMENT OF DIRECTORS

The Company proposes to appoint Mr. Chen Hongbo as a non-executive Director and Mr.
Chow Wing Kin, Anthony as an independent non-executive Director of the Company. Details
of Mr. Chen Hongbo and Mr. Chow Wing Kin, Anthony are set out in the Appendix to this
circular.

ADJUSTMENT TO THE INVESTMENT LIMITS OF THE BOARD

The existing level of the investment limits of the Board are that (i) the Board is authorised
to review and approve investments where the value of the investment amounts to 8% to 15%
of the net assets value of the Group as shown in the latest annual audit accounts (the “Net
Assets Value”); (ii) the Board committee is authorised to review and approve investments
where the value of the investment amounts to 2.5% to 8% of the Net Assets Value; and (iii) the
chairman of the Board is authorised to review and approve investments where the value of the
investment is below 2.5% of the Net Assets Value. For consistency with the expansion of the
Company’s operation, the Company proposes to seek the shareholders’ approval of adjustment
to the existing level of the investment limits of the Board. If the adjustment is approved, the
Board will be able to (i) review and approve investments where all the percentage ratios (as

_4 -
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defined under the Listing Rules) for classification of the relevant transaction are less than 25%,
subject always to the relevant requirements of the Listing Rules, the Articles of Association and
the applicable laws and regulations of the PRC; and (ii) authorise Board committees or the
chairman of the Board to exercise such power mentioned above.

AMENDMENTS TO THE ARTICLES OF ASSOCIATION

A special resolution will be proposed to approve the following amendments to the Articles
of Association:

- To extend the business scope of the Company, two sub-paragraphs will be added at
the end of Article 14 of the Articles of Association as follows with the proposed
amendments underlined for reference:

(a) Article 14

“The business scope of the Company shall be in accordance with the items
approved by the agency with which the Company is registered.

The business scope of the Company shall include:
(1) investment in insurance enterprises;

(2) supervising and managing various types of domestic and international
businesses of the subsidiaries;

(3) application of insurance funds;

(4) approved domestic and international insurance businesses;

(5) other businesses approved by China Insurance Regulatory Commission

and the relevant governmental authorities.”

—  To reflect the share capital structure of the Company after completion of its global
offering in June 2004, each of Articles 19, 20 and 23 of the Articles of Association
will be deleted in its entirety and replaced with the following respectively:

(b) Article 19

“Following the approval by the authority in charge of companies authorized by
the State Council, the total amount of ordinary shares that the Company can issue
are 6,195,053,334 shares. The number of shares issued to the promoters at the time
of reorganization of the Company into a joint-stock company on January 16, 1997
is 2,191,610,986, representing 35.38% of the total number of ordinary shares of the
Company in issue. 72,955,249 shares of the promoter shares were converted into H
shares as a result of the disposal of the state-owned shares at the time of initial
overseas offering and listing of H shares on June 24, 2004”
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(c¢) Article 20

“After the issue, the composition of the Company’s share capital shall be:
6,195,053,334 shares, comprising 3,636,409,636 domestic shares representing
58.70% of the total number of ordinary shares in issue and 2,558,643,698 H shares
(including 1,170,751,698 H shares converted from foreign shares) representing
41.30% of the total number of ordinary shares of the Company in issue.”

(d) Article 23
“The registered capital of the Company is RMB6,195,053,334.”

To increase the flexibility in operation, Article 111, which is the provision of the
Articles of Association in relation to the composition of the Board, will be deleted
in its entirety and replaced with the following:

(e) Article 111

“The Company shall establish a Board of Directors. The Board of Directors
shall be composed of five to nineteen directors, which shall include the chairman of
the board and one or two vice chairmen of the board, and include at least two
executive directors and at least three independent directors.”

To be consistent with Appendix 14 (Code of Corporate Governance Practices) to the
Listing Rules, the first paragraph of each of Articles 119 and 120 will be amended
as follows with the proposed amendments underlined for reference:

(f) Article 119

“Regular meetings of the Board of Directors shall be held at least four times
per year. Meetings of the Board of Directors shall be convened by the chairman of
the Board by giving a notice to all Directors 14 days before the meetings are held.”

(g) Article 120

“The Board of Directors may hold extraordinary meeting of the board by way
of resolving by means of communications. Notice of the meeting may not be
restricted by the requirement of 14 days’ prior notice provided that the notice is
effectually delivered to the directors on time.”

To be consistent with the provisions in Chapter 14 (Notifiable Transactions) and
Chapter 14A (Connected Transactions) of the Listing Rules, Chapter 15 of the
Articles of Association, which comprises Articles 177 and 178 will be deleted in its
entirety.
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—  To increase the flexibility and efficiency in operation, a new Article 192 will be
added after the existing Article 191 to authorize the Directors to distribute interim
dividends and the article numbers of the existing articles and the references to such
article numbers in the Articles of Association will be adjusted accordingly:

(h) new Article 192

“Unless otherwise resolved at the shareholders’ meetings, the Directors are
authorized by the shareholders’ meeting to distribute interim dividend. Unless
otherwise regulated by laws and regulations, the amount of interim dividend shall
not be more than 50% of the distributable profit in the interim profit and loss
account of the Company.”

The full text of the above proposed amendments to the Articles of Association is
contained in the notice of Annual General Meeting set out on pages 10 to 15 of this circular.
Such proposed amendments to the Articles of Association are subject to the approval of the
Shareholders by way of a special resolution at the Annual General Meeting.

ANNUAL GENERAL MEETING

A notice convening the Annual General Meeting to be held at 10:00 a.m. on Thursday,
June 23, 2005 at 6th Floor, Ping An Building, Ba Gua No. 3 Road, Shenzhen, PRC, is set out
on pages 10 to 15 of this circular.

In order to determine the list of Shareholders who are entitled to attend the Annual
General Meeting of the Company and to receive the final dividend for the year ended December
31, 2004, the registers of members will be closed from Tuesday, May 24, 2005 to Thursday,
June 23, 2003, both days inclusive, during which period no transfer of Shares will be effected.
Holders of the Company’s H Shares and Domestic Shares whose names appear on the registers
of members on Thursday, June 23, 2005 are entitled to attend the meeting. In order to qualify
for the final dividend and to attend and vote at the meeting, holders of H Shares of the
Company whose transfers have not been registered shall deposit the transfer documents
together with the relevant share certificates at the H share registrar of the Company,
Computershare Hong Kong Investor Services Limited, at or before 4:00 p.m. on Monday, May
23, 2005. The address of the transfer office of Computershare Hong Kong Investor Services
Limited is Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong. The final dividend for the year ended December 31, 2004 is expected to be paid
on or before June 30, 2005 to the Shareholders whose names appear on the registers of
members of the Company on Thursday, June 23, 2005.

A form of proxy for use at the Annual General Meeting is enclosed and is also published
on the website of the Stock Exchange (www.hkex.com.hk). Whether or not you intend to attend
the Annual General Meeting, you are requested to complete and return (i) the enclosed reply
slip in accordance with the instructions printed thereon not later than June 3, 2005 (Friday) and
(i1) the enclosed form of proxy in accordance with the instructions printed thereon not less than
24 hours before the time fixed for holding the Annual General Meeting or any adjournment
thereof (as the case may be). Completion and return of the form of proxy will not preclude you
from attending and voting in person if you so wish.
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PROCEDURE FOR DEMANDING A POLL AT THE ANNUAL GENERAL MEETING

According to the Articles of Association, a resolution will be determined on a show of
hands unless before or after any vote on a show of hands, a poll is demanded. A poll may be
demanded by (i) the chairman of the meeting; or (ii) at least two Shareholders entitled to vote,
present in persen or by proxy; or (iii) by one or more Shareholders present in person or by
proxy representing more than 10% of all Shares carrying the voting rights at the meeting.

RECOMMENDATION

The Directors believe that (i) the special resolution in relation to the proposed grant of
the General Mandate; (ii) the ordinary resolutions in relation to the proposed appointment of
Mr. Chen Hongbo as a non-executive Director and Mr. Chow Wing Kin, Anthony as an
independent non-executive Director of the Company respectively; (iii) the ordinary resolution
in relation to the proposed adjustment to the investment limits of the Board; and (iv) the special
resolution in relation to the proposed amendments to the Articles of Association, are in the best
interests of the Company and the Shareholders as a whole. Accordingly, the Directors
recommend that all the Shareholders should vote in favour of the relevant resolutions to be
proposed at the Annual General Meeting as set out in the notice of Annual General Meeting,.

By Order of the Board
PING AN INSURANCE (GROUP) COMPANY OF CHINA, LTD.
Ma Mingzhe

Chairman




APPENDIX DETAILS OF DIRECTORS PROPOSED TO BE APPOINTED

The following are the particulars of the Directors proposed to be appointed at the Annual
General Meeting:

Mr. Chen Hongbo (B & &), aged 53, is the chairman and the Secretary of the Party
Committee of Shenzhen Investment Holdings Co., Ltd. since September 2004. Mr. Chen was
the deputy director of Shenzhen State-owned Assets Supervision and Administration
Commission (R TR EEEEBEEHEZ A F) from June 2004 to September 2004 and the
assistant director, the deputy general director of the Economic System Reform Office of
Shenzhen Municipal Government (FHHARBFEHBH i EH N F) from December
1992 to June 2004. Mr. Chen graduated from Huazhong Normal University (3 o fifi i K £ )
with a master degree in political economy.

The Company proposes to appoint Mr. Chen as a non-executive Director to hold the office
until the expiry of the term of the current Board. Mr. Chen does not have any relationship with
the other Directors, senior management or substantial or controlling Shareholders of the
Company and does not hold any other position within the Company or the Group. As at the
Latest Practicable Date, he does not have any interests in the Shares of the Company within
the meaning of Part XV of the Securities and Futures Ordinance.

Mr. Chow Wing Kin, Anthony (/& Xk ), SBS. Jp, aged 54, has been practicing as a
solicitor in Hong Kong for the past 24 years and is a partner in the law firm, Peter C. Wong,
Chow & Chow. Mr. Chow is the Vice Chairman of Estate Agents Authority. He is a Member
of the Law Reform Commission of Hong Kong and is also a Council Member of the Hong Kong
Institute of Education. He was appointed as a Member of National Committee of the Chinese
People’s Political Consultative Conference in January 2003 and also presently serves as a
Steward of the Hong Kong Jockey Club. Mr. Chow is a non-executive director of Kingmaker
Footwear Holdings Limited and an independent non-executive director of Fountain Set
Holdings Limited, which are listed companies in Hong Kong.

The Company proposes to appoint Mr. Chow as an independent non-executive Director
to hold the office until the expiry of the term of the current Board. The amount of the proposed
director’s fee of RMB300,000 to Mr. Chow is determined by the Board with reference to the
prevailing market situation, his duties and responsibilities with the Company. Mr. Chow does
not have any relationship with the other Directors, senior management or substantial or
controlling Shareholders of the Company and does not hold any other position within the
Company or the Group. As at the Latest Practicable Date, he does not have any interests in the
Shares of the Company within the meaning of Part XV of the Securities and Futures Ordinance.




NOTICE OF ANNUAL GENERAL MEETING

@ hEYEsS

T - PING AN OF CHINA

MEY SR (5E) IRIZAIRA S
PING AN INSURANCE (GROUP) COMPANY OF CHINA ,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 2318)

NOTICE IS HEREBY GIVEN that the annual general meeting of Ping An Insurance
(Group) Company of China, Ltd. (the “Company”) will be held at 10:00 a.m. on Thursday, June
23, 2005 at 6th Floor, Ping An Building, Ba Gua No. 3 Road, Shenzhen, PRC for the purposes
of considering and, if thought fit, passing the following resolutions:

AS ORDINARY RESOLUTIONS

1. To consider and approve the report of the board of directors of the Company (the “Board
of Directors”) for the year ended December 31, 2004.

2. To consider and approve the report of the supervisory committee of the Company for the
year ended December 31, 2004.

3. To consider and approve the report of the auditors and audited financial statements of the
Company for the year ended December 31, 2004.

4. To consider and approve the profit distribution plan and the recommendation for dividend
for the year ended December 31, 2004.

5. To consider and approve the re-appointment of Ernst & Young Hua Ming as the PRC
auditors and Ernst & Young as the international auditors of the Company to hold office
until the conclusion of the next annual general meeting and to authorize the Board of
Directors to fix their remuneration.

6. To consider and approve the appointment of Mr. Chen Hongbo (Bf#tf8) as a non-
executive director of the Company to hold office with immediate effect until the expiry
of the term of the current Board of Directors.

7. To consider and approve the appointment of Mr. Chow Wing Kin, Anthony (/& & #&) as
an independent non-executive director of the Company to hold office with immediate
effect until the expiry of the term of the current Board of Directors.

8.  To consider and approve the increase of the annual independent non-executive directors’
fees from RMB60.000 to RMB150,000 for each domestic independent non-executive
director of the Company and from RMB200,000 to RMB300,000 for each foreign
independent non-executive director of the Company.
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10.

11.

To consider and approve the increase of the annual independent supervisors’ fees from
RMBA40,000 to RMB60,000 for each independent supervisor of the Company and from
RMB200,000 to RMB250,000 for the independent supervisor of the Company who also
holds the office of the chairman of the supervisory committee of the Company.

To consider and approve the adjustment to the investment limits of the Board of Directors.

AS SPECIAL RESOLUTIONS

To give a general mandate to the Board of Directors to issue, allot and deal with
additional Domestic Shares not exceeding 20% of the Domestic Shares of the Company
in issue and additional H Shares not exceeding 20% of the H Shares of the Company in

issue and authorize the Board of Directors to make corresponding amendments to the

Articles of Association as it thinks fit so as to reflect the new capital structure upon the

allotment or issuance of shares:

“THAT

(A) (a)

(b)

(c)

subject to paragraph (c) and in accordance with the relevant requirements of
the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited , the Articles of Association of the Company and the applicable
laws and regulations of the People’s Republic of China, the exercise by the
Board of Directors during the Relevant Period of all the powers of the
Company to allot, issue and deal with, either separately or concurrently,
additional domestic shares and H shares of the Company and to make or grant
offers, agreements, options and rights of exchange or conversion which might
require the exercise of such powers be hereby generally and unconditionally
approved;

the approval in paragraph (a) shall authorize the Board of Directors during the
Relevant Period to make or grant offers, agreements, options and rights of
exchange or conversion which might require the exercise of such powers after
the end of the Relevant Period;

each of the aggregate nominal amounts of domestic shares and H shares
allotted, issued and dealt with or agreed conditionally or unconditionally to be
allotted, issued and dealt with (whether pursuant to an option or otherwise) by
the Board of Directors pursuant to the approval granted in paragraph (a) shall
not exceed 20% of each of the aggregate nominal amounts of domestic shares
and H shares of the Company in issue at the date of passing this resolution,
otherwise than pursuant to (i) a Rights Issue or (ii) any scrip dividend or
similar arrangement providing for allotment of shares in lieu of the whole or
part of a dividend on shares of the Company in accordance with the Articles of
Association; and
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12.

(d) for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution until
whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting
of the Company is required by the Articles of Association of the Company
or other applicable laws to be held; or

(ii1) the revocation or variation of the authority given under this resolution by
a special resolution of the Company in general meeting.

“Rights Issue” means an offer of shares open for a period fixed by the directors
to holders of shares on the register on a fixed record date in proportion to their
then holdings of such shares (subject to such exclusions or other arrangements
as the directors may deem necessary or expedient in relation to fractional
entitlements or having regard to any restrictions or obligations under the laws
of, or the requirements of any recognized regulatory body or any stock
exchange in any territory outside Hong Kong) and an offer, allotment or issue
of shares by way of rights shall be construed accordingly.

(B) The Board of Directors be authorized to make corresponding amendments to the
Articles of Association of the Company as it thinks fit so as to reflect the new capital
structure upon the allotment or issuance of shares as provided in sub-paragraph (a)
of paragraph (A) of this resolution.”

To consider and approve the amendments to the Articles of Association of the Company:

“THAT the existing Articles of Association of the Company be amended as follows:

(1) Two sub-paragraphs be added at the end of the existing Article 14 as follows with
the proposed amendments underlined for reference:

14 The business scope of the Company shall be in accordance with the items
approved by the agency with which the Company is registered.

The business scope of the Company shall include:
(1) investment in insurance enterprises,

(2) supervising and managing various types of domestic and international
businesses of the subsidiaries;

(3) application of insurance funds;
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(4) approved domestic and international insurance businesses;

(5) other businesses approved by China Insurance Regulatory Commission

and the relevant governmental authorities.

(2) Existing Article 19 of the Articles of Association be deleted in its entirety and

3

4)

(5)

(6)

replaced with the following:

19 Following the approval by the authority in charge of companies authorized by
the State Council, the total amount of ordinary shares that the Company can
issue are 6,195,053,334 shares. The number of shares issued to the promoters
at the time of reorganization of the Company into a joint-stock company on
January 16, 1997 is 2,191,610,986, representing 35.38% of the total number of
ordinary shares of the Company in issue. 72,955,249 shares of the promoter
shares were converted into H shares as a result of the disposal of the
state-owned shares at the time of initial overseas offering and listing of H
shares on June 24, 2004.

Existing Article 20 of the Articles of Association be deleted in its entirety and
replaced with the following:

20 After the issue, the composition of the Company’s share capital shall be:
6,195,053,334 shares, comprising 3,636,409,636 domestic shares representing
58.70% of the total number of ordinary shares in issue and 2,558,643,698 H
shares (including 1,170,751,698 H shares converted from foreign shares)
representing 41.30% of the total number of ordinary shares of the Company in
issue.

Existing Article 23 of the Articles of Association be deleted in its entirety and
replaced with the following:

23 The registered capital of the Company is RMB6,195,053,334.

Existing Article 111 of the Articles of Association be deleted in its entirety and
replaced with the following:

111 The Company shall establish a Board of Directors. The Board of Directors
shall be composed of five to nineteen directors, which shall include the
chairman of the board and one or two vice chairmen of the board, and include
at least two executive directors and at least three independent directors.

The first paragraph of existing Article 119 of the Articles of Association be amended
as follows with the proposed amendments underlined for reference:

119 Regular meetings of the Board of Directors shall be held at least four times per
vear. Meetings of the Board of Directors shall be convened by the chairman of
the board by giving a notice to all directors 14 days before the meetings are
held.
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(7) The first paragraph of existing Article 120 of the Articles of Association be amended
as follows with the proposed amendments underlined for reference:

120 The Board of Directors may hold extraordinary meeting of the board by way of
resolving by means of communications. Notice of the meeting may not be
restricted by the requirement of 14 days’ prior notice provided that the notice
is effectually delivered to the directors on time.

(8) Chapter 15 of the Articles of Association comprising the existing Articles 177 and
178 be deleted in its entirety.

(9) The following new Article 192 be added after the existing Article 191 of the Articles
of Association and the article numbers of the Articles and the references to such
article numbers in the Articles of Association be adjusted accordingly:

192 Unless otherwise resolved at the shareholders’ meetings, the Directors are
authorized by the shareholders’ meeting to distribute interim dividend. Unless
otherwise regulated by laws and regulations, the amount of interim dividend
shall not be more than 50% of the distributable profit in the interim profit and

loss account of the Company.”

By order of the Board of Directors
Ma Mingzhe
Chairman

Shenzhen, PRC
April 28, 2005

As at the date of this notice, the executive directors of the Company are Ma Mingzhe, Sun
Jianyi, the non-executive directors of the Company are Huang Jianping, Liu Haifeng David,
Henry Cornell, Lin Yu Fen, Cheung Lee Wah, Anthony Philip Hope, Yip Dicky Peter, Lin Lijun,
Fan Gang, Dou Wenwei, Shi Yuxin, Hu Aimin, and the independent non-executive directors are

Bao Youde, Kwong Che Keung Gordon and Cheung Wing Yui.

Notes:

1. According to the Articles of Association of the Company, the resolutions will be determined on a show of
hands unless a poll is demanded before or after any vote on a show of hands. A poll may be demanded by (i)
the chairman of the meeting; or (ii) at least two shareholders entitled to vote, present in person or by proxy;
or (iii) one or more shareholders present in person or by proxy representing more than 10% of all shares
carrying the voting rights at the meeting.
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In order to determine the list of shareholders who are entitled to attend the annual general meeting of the
Company and to receive the final dividend for the year ended December 31, 2004, the registers of members
will be closed from Tuesday, May 24, 2005 to Thursday, June 23, 2005, both days inclusive, during which
period no transfer of shares will be effected. Holders of the Company’s H shares and domestic shares whose
names appear on the registers of members on Thursday, June 23, 2005 are entitled to attend the meeting. In
order to qualify for the final dividend and to attend and vote at the meeting, holders of H shares of the
Company whose transfers have not been registered shall deposit the transfer documents together with the
relevant share certificates at the H share registrar of the Company, Computershare Hong Kong Investor
Services Limited, at or before 4:00 p.m. on Monday, May 23, 2005. The address of the transfer office of
Computershare Hong Kong Investor Services Limited is Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong. The final dividend for the year ended December 31, 2004 is
expected to be paid on or before June 30, 2005 to the shareholders whose names appear on the registers of
members of the Company on Thursday, June 23, 2005.

A shareholder entitled to attend and vote at the meeting may appoint one or more proxies to attend and vote
in his stead. A proxy need not be a shareholder of the Company. '

The instrument appointing a proxy must be in writing under the hand of a shareholder or his attorney duly
authorized in writing. If the shareholder is a corporation, that instrument must be either under its common seal
or under the hand of its director(s) or duly authorized attorney(s). If that instrument is signed by an attorney
of the shareholder, the power of attorney authorizing that attorney to sign or other authorization document must
be notarized.

In order to be valid, the form of proxy together with the power of attorney or other authorization document
(if any) must be deposited at the Secretariat of the Board of Directors of the Company for holders of domestic
shares and at the H share registrar of the Company for holders of H shares not less than 24 hours before the
time fixed for holding the meeting or any adjournment thereof (as the case may be). Completion and return
of a form of proxy will not preclude a shareholder from attending and voting in person at the meeting if he
so wishes. The H share registrar of the Company is Computershare Hong Kong Investor Services Limited at
46th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

Shareholders who intend to attend the meeting in person or by proxy should return the reply slip to the
Company’s principal place of business in the PRC or Hong Kong on or before Friday, June 3, 2005 by hand,
by post or by fax. The Company’s principal place of business in the PRC is at Ping An Building, Ba Gua No.
3 Road, Shenzhen, PRC (Tel: (86 755) 8226 2888, Fax: (86 755) 8243 1029).The contact persons are JIANG
Ning (T %) (Tel: (86 755) 8226 2888 ext. 3210) and DA Kai (B 18 ) (Tel: (86 755) 8226 2888 ext. 3388). The
Company’s principal place of business in Hong Kong is at 11th Floor, Dah Sing Financial Center, 108
Gloucester Road, Wan Chai, Hong Kong (Tel: (852) 2827 1883, Fax: (852) 2802 0018).

The meeting is expected to be concluded within half a day. Shareholders (in person or by proxy) attending the
meeting are responsible for their own transporiation and accommodation expenses. Shareholders or their
proxies attending the meeting shall produce their identity documents.

A circular containing, inter alia, details of the proposed amendments to the Articles of Association and notice
of annual general meeting will be dispatched to the shareholders on Thursday, April 28, 2005. The information
of Mr. Chen Hongbo and Mr. Chow Wing Kin, Anthony regarding the proposed resolutions 6 and 7 is also
included in the circular. Concerning the proposed resolution 11, the purpose of seeking approval of such
mandate is to give directors flexibility and discretion to issue new shares in the event that it comes desirable
for the Company and the directors have no present plan to issue new shares pursuant to such mandate.
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Form of proxy for the Annual General Meeting to be held on June 23 2‘005[‘ A

1/We (Note 1)

of

being the registered holder(s) of (¥ 2 domestic shares/H shares
of RMB1.00 each in the share capital of Ping An Insurance (Group) Company of China, Lid. {the “Company”) HEREBY APPOINT THE

CHAIRMAN OF THE MEETING Yo'« %/ or

of

as my/our proxy to attend and act for me/us at the annual general meeting of the Company to be held at 10:00 a.m. on Thursday, June 23, 2005
at 6th Floor, Ping An Building. Ba Gua No. 3 Road, Shenzhen, PRC (the “Meeting™) (and any adjournment thereof) for the purposes of considering
and, if thought fit, passing the resolutions as set out in the notice convening the Meeting and at the Meeting (and at any adjournment thereof)
to vote for mefus and in my/our name(s) in respect of the resolutions as indicated below V¢ ¥,

ORDINARY RESOLUTIONS For (Nore #) Against Ve ?

To consider and approve the report of the board of directors of the Company (the “Beard
of Directors™) for the year ended December 31, 2004.

To consider and approve the report of the supervisory committee of the Company for the
year ended December 31, 2004.

To consider and approve the report of the auditors and audited financial statements of the
Company for the year ended December 31, 2004.

To consider and approve the profit distribution plan and the recommendation for dividend
for the year ended December 31, 2004.

To consider and approve the re-appointment of Ernst & Young Hua Ming as the PRC
auditors and Ernst & Young as the international auditors of the Company to hold office
until the conclusion of the next annual general meeting and to authorize the Board of
Directors to fix their remuneration.

To consider and approve the appointment of Mr. Chen Hongbo (BE#t#) as a non-
executive director of the Company to hold office with immediate effect until the expiry
of the term of the current Board of Directors.

To consider and approve the appointment of Mr. Chow Wing Kin, Anthony (J& & ) as
an independent non-executive director of the Company to hold office with immediate
effect until the expiry of the term of the current Board of Directors.

To consider and approve the increase of the annual independent non-executive directors’
fees from RMB60.000 to RMB150,000 for each domestic independent non-executive
director of the Company and from RMB200,000 to RMB300,000 for each foreign
independent non-executive director of the Company.

To consider and approve the increase of the annual independent supervisors’ fees from
RMB40,000 to RMB60,000 for each independent supervisor of the Company and from
RMB200,000 to RMB250,000 for the independent supervisor of the Company who also
holds the office of the chairman of the supervisory committee of the Company.

To consider and approve the adjustment to the investment limits of the Board of Directors.

SPECIAL RESOLUTIONS

To give a general mandate to the Board of Directors to issue, allot and deal with additional
domestic shares not exceeding 20% of the domestic shares of the Company in issue and
additional H shares not exceeding 20% of the H shares of the Company in issue and
authorize the Board of Directors to make corresponding amendments to the Articles of
Association as it thinks fit so as to reflect the new capital structure upon the allotment or
issuance of shares.

To consider and approve the amendments to the Articles of Association of the Company.

Date:

Noies:

2005 Signature(s) “Vo'e 2

Full name(s) and address(es) to be inserted in BLOCK CAPITALS.

Please insert the number of shares registered in your name(s) to which this proxy relates. If no number is inserted, this form of proxy will be deemed to relate (o all shares
registered in your name(s). Please aiso strike out the 1ype of shares (domestic shares or H shares) to which the proxy does not relate.

If any proxy ather than the Chairman of the Meeting is preferred. strike out the words “THE CHAIRMAN OF THE MEETING" and insert the name and address of the proxy
desired in the space provided. A shareholder entitled to attend and vate at the Meeting may appaint one or more proxies to attend and vote in his stead. A proxy need not
be a shareholder of the Company but must attend the Meeting in person to represent you. ANY ALTERATION MADE TO THIS FORM OF PROXY MUST BE
INITIALLED BY THE PERSON WHO SIGNS IT.

IMPORTANT: IF YOU WISH TO VOTE FOR A RESOLUTION, TICK IN THE BOX MARKED “FOR". IF YOU WISH TO VOTE AGAINST A RESOLUTION,
TICK IN THE BOX MARKED “AGAINST". If no direction is given. your proxy may vote or abstain at his discretion. Your proxy will also be entitled to vote at his
discretion on any resolution properly put to the Meeting other than those referred to in the notice convening the Meeting.

This form of proxy must be signed by you or vour attorney duly authorised in writing. In case of a corporation, the same must be either under its common seal or under
the hand of its director(s) or duly authorised altorney(s). If the form of proxy is signed by an attorney of the shareholder, the power of attorney authorising that attorney
to sign or other authorization document must be notarised.

1n case of joint holders of any share, any one of such joint holders may vote at the Meeting, either personally or by proxy. in respect of such shares as if he is solely entitled
thereto. However. if more than one of such joint holders are present at the Meeting, personally or by proxy, the vote of the joint holder whose name stands first in the register
of members and who tenders a vote, whether in person or by proxy. will be accepted 1o the exclusion of the votes of other joint holder(s}.

In order to be valid, the form of proxy logether with the power of attorney or other authorization document (if any) must be deposited at the Secretariat of the Board of
Directors of the Company for holders of domestic shares and at the H share registrar of the Company for holders of H shares not less than 24 hours before the time fixed
for holding the meeting or any adjournment thereof (as the case may be). Completion and return of a form of proxy will not preclude a shareholder from attending and voting
in person at the meeting if he so wishes. The H share registrar of the Company is Computershare Hong Kong Investor Services Limited at 461h Floor, Hopewell Centre.
183 Queen’s Road East, Wanchai, Hong Kaong.

Shareholders or their proxies aitending the Meeting shall produce their identity documents.
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PING AN INSURANCE (GROUP) COMPANY OF CHINA ,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 2318)

Reply Slip for Annual General Meeting
To: Ping An Insurance (Group) Company of China, Ltd. (the “Company”)

I/We Nore 1) of

f (Note 2)

being the registered holder(s) o .domestic shares/H shares of

RMB1.00 each in the share capital of the Company hereby inform the Company that I/we intend to attend
the annual general meeting of the Company to be held at 10:00 a.m. on Thursday, June 23, 2005 at 6th
Floor, Ping An Building, Ba Gua No. 3 Road, Shenzhen, PRC or to appoint proxy to attend on my/our
behalf.

Date: 2005 Signature(s):

Notes:
1. Please insert full name(s) and address(es) as shown in the register of members in BLOCK CAPITALS.

2. Please insert the number of shares registered in your name(s). Please also strike out the irrelevant type of shares (domestic
shares or H shares).

3. The completed and signed reply slip should be delivered to the Company’s principal place of business in the PRC or Hong
Kong on or before June 3, 2005 (Friday) by hand, by post or by fax.

The Company’s principal place of business in the PRC is at Ping An Building, Ba Gua No. 3 Road, Shenzhen, PRC
(Tel: (86 755) 8226 2888, Fax: (86 755) 8243 1029). The Company’s principal place of business in Hong Kong is at 11th
Floor, Dah Sing Financial Center, 108 Gloucester Road, Wan Chai, Hong Kong (Tel: (852) 2827 1883, Fax: (852) 2802
0018).
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PING AN INSURANCE (GROUP) COMPANY OF CHINA,LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 2318)

RESIGNATION OF NON-EXECUTIVE DIRECTOR

The Board of Directors of Ping An Insurance (Group) Company of China, Ltd. (the “Company”) announces
that Mr. Dicky Peter Yip tendered his resignation as a Non-executive Director of the Company effective
on 1 May, 2005 due to a change of his job, a copy. of which was received by the Company on 26 April,
2005. Mr. Yip has confirmed that he has no disagreement with the Board and there is no matter relating
to his resignation that needs to be brought to attention of the shareholders of the Company.

The Board would like to thank Mr. Yip for his valuable contribution to the Company during his tenure of
office.

By order of the Board

Ma Mingzhe
Chairman

Shenzhen, PRC, 27 April, 2005

As at the date of this announcement, the executive directors of the Company are Ma Mingzhe,
Sun Jianyi, the non-executive directors of the Company are Huang Jianping, Liu Haifeng David,
Henry Cornell, Lin Yu Fen, Cheung Lee Wah, Anthony Philip Hope, Lin Lijun, Fan Gang,
Dou Wenwei, Shi Yuxin, Hu Aimin, and the independent non-executive directors are Bao Youde,
Kwong Che Keung Gordon and Cheung Wing Yui.

“Please also refer to the published version of this announcement in the South China Morning Post”



